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THE STABILITY OF INTERREGIONAL TRADING 
PATTERNS AND INPUT-OUTPUT ANALYSIS 


By Leon N. Moses* 


Economists have long been aware that the levels of income, employ- 
ment, and output of regions which trade with one another are inter- 
related. However, it is only in relatively recent times that improvements 
in data as well as statistical and analytical techniques have permitted 
the effects of certain changes on the imports, exports, and incomes, etc., 
of trading regions to be estimated. These studies have largely relied on 
two analytical techniques: statistical estimation of relations between 
incomes and/or prices and the demand for imports;! the system of input- 
output relations developed by Professor Leontief.? The former approach 
has been applied to trade between nations as well as trade between re- 
gions of the same nation, but the input-output technique has, with one 
exception,* been restricted to the latter. 

The present paper presents a further development in the application 


* The author is a research fellow at Harvard University. This study is the result of re- 
search carried on at the Harvard Economic Research Project. The author is indebted to Elaine 
Colleran, Elizabeth W. Gilboy, Marie McCarthy, Charlotte Taskier, John Fei, James Hender- 
son, Richard Quandt, and other members of the Project for their assistance. Any errors are, 
of course, the author’s sole responsibility. 


1 Excellent bibliographies on this subject are to be found in: Readings in the Theory of Inter- 
national Trade, Bibliography, Section IV B (Homewood, 1949), pp. 596-97; G. Orcutt, ‘““Meas- 
urement of Price Elasticities in International Trade,” Rev. Econ. Stat., May 1950, XXXII, 
117-32. 

2 W. W. Leontief, “Exports, Imports, Domestic Output, and Employment,” Quart. Jour. 
Econ., Feb. 1946, LX, 171-91; G. Freutel, “The Eighth District Balance of Trade,” Monthly 
Rev. of the Federal Reserve Bank of St. Louis, June 1952, XXXIV, 69-78; W. Isard, “Regional 
Commodity Balances and Interregional Commodity Flows,” Am. Econ. Rev., Proceedings, 
May 1953, XLIII, 167-80; W. W. Leontief, and others, Studies in the Structure of the American 
Economy, Pt. 11, Ch. 4, also Ch. 5 by W. Isard (New York, 1953); H. B. Chenery, P. G. Clark, 
and others, The Structure and Growth of the Italian Economy (Rome, 1953), prepared for 
the Mutual Security Agency, see particularly Ch. V, ‘Regional Analysis,” by H. B. Chenery; 
F. T. Moore and J. W. Petersen, “Regional Anczlysis: An Interindustry Model of Utah,” Nov. 
1953, mimeographed. A shorter version of this paper is in the Rev. Econ. Stat., Nov. 1955, 
XXXVII, 368-83; Bureau of Business and Economic Research, University of Maryland, A 
Regional Interindustry Study of Maryland, Sept. 1954. 

Leontief, “Exports, Imports, Domestic Output, and Employment,” of. cit. 
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of input-output analysis to interregional relationships based on trade in 
commodities and services. The paper is divided into two major parts. 
Part I develops the structure and theory of an interregional input- 
output system. Part II is concerned with statistical implementation of 
the model and an empirical enquiry into its central assumption. 


I. Structure and Theory of the Model 


There are many types of input-output models. The interregional sys- 
tem developed below is of the static, open variety. The former term is 
used because the time dimension is absent from the model. The “open- 
ness’ of the model derives from the fact that economic activities are 
placed in two categories, those whose demands can be explained by the 
system and those whose demands must be initially known or given. 
The former are called the intermediate and the latter the final demand 
sectors. Households, government, foreign trade, inventory, and invest- 
ment demand are usually found at the open or unexplained end of such 
systems. 

For the purpose of simplifying exposition let us assume an economy 
in which there are only three industries: (1) agriculture, (2) manufactur- 
ing, and (3) services. The economy is divided into three regions; (1) 
East, (2) Middle West, and (3) West, which are open to one anvther for 
trade.* Regions and regional flows will be described by superscripts; 
commodities and commodity flows by subscripts. 

Input-output systems are usually presented in two sets of equations, 
one expressing certain balance relations and the other both balance and 
structural relations. The balance equations of national input-output 
systems express the condition that the output of each industry is equal 
to its sales to all industries and final demand sectors. The balance equa- 
tions of the interregional model simply add a regional dimension. They 
state that the output of each industry in each region is equal to its sales 
to all industries and final demand sectors in all regions: 


3 | 31 a2 33 
Xe — — — X23 — — — X23 = Vo +¥2+F2 
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In these equations, X, x, and Y represent respectively regional out- 
‘puts, regional interindustry purchases, and regional final demand ship- 
ments. Thus X? is the output of agricultural goods in the West; x27 is the 
value of manufactured goods from the East consumed by the agricul- 
tural industry of the Middle West. The Y’s require special interpreta- 
tion. 

The term final demand has two meanings in regional input-output sys- 
tems. The first corresponds to that in national input-output models, #.e., 
the demands by the sectors in each region which must be given or known 
from outside the system since no functional relationships are postulated 
for them. The term final demand here refers to receipts. Each region may 
also contribute to satisfying final demands at home as well as in other 
regions. In this sense final demand signifies shipments. Thus Yj is the 
demand for agricultural goods by the final demand sectors of the West. 
It is a datum. Y}', Y}?, Y}° are the shipments of agricultural goods on 
final demand account by the East to itself, the Middle West and the 
West. These are unknown. The level of economic activity in a region is 
related more directly to its shipments on final demand account than to 
its receipts. We shall use the letter Z to represent a region’s total ship- 
ments of a good on final demand account, i.e., Z}= Yi'+ V?+Y%. 

The balance equations of the interregional system are incapable of 
solution. For our three-region-three-industry case there are nine equa- 
tions and one-hundred-seventeen unknowns. However a solution can be 
obtained by introducing two sets of structural constants. 

The first set relates to the structure of production in each region. It is 
assumed that the amount of each good absorbed by every industry in a 
region is strictly proportional to output. These input requirements or 
technical coefficients are designated by the letter a. They are (ideally) 
derived from two pieces of information: the value of output of each 
industry in each region; the value of purchases by each industry in a 
region from each industry in the nation as a whole during some base 
period.’ Thus a,; is the amount of services required to produce a dollar’s 
worth of agricultural goods in the Middle West. It is equal to 2,3, the 
total amount expended on services by the Middle West’s agricultural 
industry, divided by X7, the output of agricultural goods in this area. 

Input coefficients of the three regions may be presented as a diagonal 
block matrix, as in Table I. Each of the blocks describes the technical 
structure of all industries in one region. For example, the middle block 
describes the technical structure of all industries in the Middle West. 
In addition to coefficients, the table also presents symbolically the data 
from which they are derived. 

A second set of structural constants is essential to the interregional 


‘ The mathematical appendix contains a more rigorous and general presentation. 


5 This information is not available. National coefficients have, therefore, been used for each 
of the regions in the empirical work, Part IT. 
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system. These relate to the per unit flow of all commodities between and 
within regions. It is assumed that each region purchases its requirements 
of every good according to a fixed regional supply pattern. These supply 
patterns are embodied in a set of trade coefficients (¢) for each good. To 
determine these coefficients we must know how much each region pur- 
chases (r) of each good from every region, including itself. From this 
data each area’s total receipts (R) of every good are obtained by sum- 
mation. For example, r}* is the amount of agricultural goods bought by 
all of the West’s industries and final demand sectors from the East; 
R} represents the total purchases of agricultural goods by all industries 
and final demand sectors in the West from all regions. 

From the above information trade coefficients are obtained by divi- 
sion. For example, ti’, the proportion of region three’s purchases of agri- 
cultural goods which originates in region one, is r}* divided by R}. The 
trade coefficients may also be presented as a diagonal block matrix, 
Table II. Here each block pertains to a good and describes the per unit 
trading patterns of all regions in this good. Since they are proportions, 
the trade coefficients in any column of a block add up to unity. Table II 
also presents symbolically the data from which trade coefficients are 
derived. 

From our two sets of structural constants a new matrix or table can 
be derived which embodies both the structure of production in each 
region and the structure of regional trade. This is referred to as the 
regional input-output coefficient matrix. The coefficients (b) in each 
column of this matrix express the condition that to produce one unit of 
the indicated good in the given region, certain fixed quantities of various 
inputs must be purchased from the different regions. Thus 5% is the 
amount of agricultural goods purchased by region two from region three 
per unit of manufactured goods produced in the former. It is equal to 
a,3 (t”). Table III presents symbolically the regional input-output co- 
efficients and the data from which they are derived. 

We are now in a position to rewrite the balance equations of the inter- 
system: 
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In the above system we have substituted 6X’s for regional interindustry 
purchases of the original balance equations, and ¢Y’s for the unknown 
final demand shipments. Thus, for x73 we have substituted 673X3, and for 
Y* we have substituted #*Y}. Since there are nine equations, the 
nine unknown regional outputs can be determined. Balances of trade for 
individual commodities as well as the aggregate of all commodities for 
pairs of regions or for a single region with respect to all others can be ob- 
tained from the trade coefficients and total demands for each commodity 
in each region. This is illustrated in the empirical section below. 

Three fundamental assumptions underlie the regional model sketched 
above: the fixity of technical coefficients; the uniformity of trading rela- 
tionships for all sectors in a region; the stability of trading relationships. 
The former subject has been thoroughly discussed in the literature and 
is therefore passed over. As to the second assumption, our model applies 
to all economic units in the area, an import pattern which is an 
average for the region as a whole. While imperfect, this is the procedure 
usually adopted in discussions of the marginal propensity to import and 
the multisector multiplier. More important is the fact that it is impossi- 
ble to implement statistically a model which applies separate trading 
patterns to each industry® (or parts thereof when there are intra- 
industrial differences) in a region. A model of this type requires commod- 
ity flow data by both industry and region of origin and termination, 
whereas the commodity trade data now available specify only the 
region of origin and termination. The model developed above is tailored 
to fit this information. 

The assumption of stable trade coefficients is the crucial issue. Clearly, 
the logic behind the assumption of fixed production coefficients is in- 
applicable. There is nothing in the nature of an engineering production 
process which can be interpreted to imply that, say, Alabama rather 
than Pennsylvania coke must be used in the production of steel, or that 
the two must be used in fixed proportions by the mills in a region. Our 
task is to elucidate the economic forces which determine trading pat- 
terns, specify the conditions for their stability, and evaluate them. We 
shall proceed initially as if the conditions of pure competition are satis- 
fied, and intraregional transportation costs are zero. 

In an immediate sense, trading patterns reflect regional cost-price 
relationships and regional capacities for production and distribution. 
For the moment let us ignore the influence of capacity restraints and 
concentrate on the cost-price factor. 

Given regional cost structures, transportation rates on every com- 
modity between every pair of regions, and regional final demands, the 


®W. Isard, “Interregional and Regional Input-Output Analysis: A Model of a Space 
Economy” Rev. Econ. Stat., Nov. 1951, XX XIII, 318-28. 
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most economical allocation of production and trade can be determined 
by the methods of linear programming and market area analysis. These 
are the patterns which would automatically be achieved under condi- 
tions of pure competition. They are optimal in the sense that they in- 
volve the lowest possible over-all expenditure on production and distri- 
bution for satisfying final demands. The trading patterns will be un- 
responsive to shifts in regional final demands if the following conditions 
are satisfied: (1) Regional costs of production are constant, i.e., produc- 
tion functions are of the type usually assumed in input-output analysis. 
(2) The cost of transporting a unit of a good between every pair of 
regions is fixed. (3) The supply curve of labor in each region is infinitely 
elastic at the given regional factor price. 

To the extent that costs are not constant (assumptions one and two) 
all current input-output models are incorrect, regional or otherwise. A 
special word seems in order about the transportation industry. While it 
is clear that costs do vary with the volume of traffic, rates do not re- 
spond immediately. These tend to be fixed for periods of time. 

It is difficult to assay the seriousness of the third condition. If the 
price of labor in each region varies with the demand for it, trade coef- 
ficients will tend to be unstable. Each relative change in regional final 
demands will occasion relative shifts in regional base prices, which will 
alter the channels of trade. However, in many important sectors of the 
economy, wages are negotiated once a year rather than being subject to 
constant revision. In addition, the pressure against wage cuts in periods 
of economic decline is considerable. Economists have long accepted the 
fact that wages are sticky in the short run. Such inflexibility works in 
favor of trade coefficient stability. 

Since we have so far assumed away intraregional transportation costs 
and regional restraints on production and transportation, each region 
will purchase its requirements of every good from a single (most eco- 
nomicai) source. In other words, trade coefficients matrices will be com- 
posed entirely of unit column vectors; with one exception, all elements 
in each column will be zero, the exception being an element equal to unity. 
Now suppose that a regional input-output coefficient matrix were ob- 
tained and inverted,’ a bill of original final demands applied, and all 
regional outputs predicted. Would these be the actual outputs? This de- 
pends upon a comparison of predicted outputs and actual capacities. If 
no region is required to supply more of any good than its labor force and 
physical plant can produce, and if the level of traffic between regions 
predicted by the model does not exceed the capacity of the transport 


7 The elements in the inverse matrix indicate the impact on total output of every com- 
modity in every region occasioned by the shipment of a dollar’s worth of every commodity to 
final demand in each region. 
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network, then the predicted outputs will be the actual outputs. In addi- 
tion, the trade coefficients derived on the basis of unlimited facilities for 
production and distribution will be the actual trading relations. 

These trade coefficients will be stable in the face of any decrease in 
final demands since these things do not alter cost-price relationships in 
our model. They will also be unaffected by any increases in regional 
final demands until the first capacity limitation is encountered. 

Further increases will cause some regions to draw on new sources of 
supply for part or all of their additional requirements. This will alter 
trade coefficients. Moreover, the changes need not be restricted to the 
regions whose requirements have expanded. It should also be under- 
stood that once capacity ceilings have been encountered, trade coef- 
ficients will vary in response to both increases and decreases in final 
demands. We have already listed three conditions for stability of trade 
coefficients. It is evident that additional ones, having to do with re- 
straints on the level of regional outputs and distribution, are required. 
These conditions depend'in part on the time period of the analysis. 

If the model is used for making predictions over the short run, by 
which we mean periods in which regional capacities for production and 
distribution are more or less fixed, then the following conditions should 
be satisfied: (1) There is excess capacity in the transport network be- 
tween every pair of regions. (2) Each industry in each region has excess 
capacity. (3) There is a pool of unemployed labor in each region. Of 
these three conditions, the first is the least restrictive since the capacity 
of a multitrack, multihighway system, supplemented by water trans- 
portation, is a very elastic thing. 

From some points of view a long-run (and possibly dynamic’) appli- 
cation of the model is more favorable to the stability of trade coeffi- 
cients. The longer the time period the more elastic the restraints on 
regional production and distribution since regional capacities, labor sup- 
plies, etc., can adjust to demand. However, the longer the time period 
the more likely that technological change will occur and cause regional 
cost structures to change. This will, of course, contribute to instability 
in the trade coefficients. On the whole, the model appears best suited for 
short-run analysis under conditions of less than full employment of 
labor, plant, and equipment in each region. ; 

Theoretically speaking, the assumption of stable trade coefficients is 
unnecessarily restrictive. As long as sufficient national capacity exists 
to meet the direct and indirect requirements of all regional final de- 
mands, there exists some optimal allocation of production and trade. If 
the data necessary for determining these optima were available, a gen- 
eral model could be constructed which would be free from the assump- 


* The equations for a dynamic extension of the model are presented in the Appendix. 


MOSES: INTERREGIONAL INPUT-OUTPUT ANALYSIS 813 


tion of stable trading patterns. Unfortunately, this is not the case. Our 
procedure must therefore be to limit use of the model to periods in 
which the conditions for trade coefficient stability are largely satisfied. 
This permits us to use a set of data on regional commodity fiows which 
are to some extent available. 

Our discussion so far has assumed pure competition and intraregional 
transportation costs equal to zero. These assumptions imply the follow- 
ing: (a) the regions are points; (b) any good & produced in a region s is 
a perfect substitute for the &th good of any other region; (c) at each 
production site of a good & there are a large number of producers and at 
each consumption site there are a large number of consumers. Assuinp- 
tions (a) and (b) raise practical difficulties associated with the statistical 
implementation of the model, whereas the last assumption has interest- 
ing theoretical implications for the stability of trading patterns. 

The real world is a space rather than a point economy. This raises 
problems of spatial aggregation because market areas of goods do not 
coincide with political boundaries. Thus, one area of a region may pur- 
chase its supply of a good from intraregional sources while another area 
of the same region imports the good. in this case, relative changes in 
demand and output among the component segments of the region will 
cause trade coefficients computed from actual trade data to vary when, 
in fact, there have been no real changes in the channels of trade. This 
indicates that empirical results may improve as it becomes possible to 
deal with smaller regions and reduce errors due to regional aggregation. 

Aggregation difficulties of another sort are associated with (b). Sup- 
pose that what is defined as a homogeneous good in our classification is, 
in fact, two distinct goods. If a region obtains one of these from domestic 
sources and imports the other, then relative changes in the demand for 
them will cause aggregate trade coefficients computed from actual trade 
data to vary. Here, too, the changes do not reflect real shifts in the 
trading patterns. Problems of this kind arise whenever goods with dif- 
ferent market boundaries are included in the same commodity group. 
This suggests that empirical results may improve as it becomes possible 
to use finer commodity classifications. 

The last assumption—large numbers of producers and consumers— 
cannot be dismissed so simply. Geographic price discrimination, via the 
absorption of freight, becomes possible when there are elements of 
monopolistic competition. This is not the place for a lengthy discussion 
of geographic pricing techniques such as the basing point system. How- 
ever, mention should be made of the belief held by some economists? 
that in industries like steel (characterized by high fixed costs, imperfect 


* G. J. Stigler, “A Theory of Delivered Price Systems,” Am. Econ. Rev., Dec. 1949, XXXIX, 
1143-57. 
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competition, geographically unstable and relatively inelastic demand) 
the amount of freight firms are willing to absorb varies with the level 
of operations. In periods of low demand—this argument goes—firms 
engage in more extensive market interpenetration while in periods of 
high demand a greater proportion of sales are made in home markets. 
From this it seems to follow that the trade coefficients for such goods 
will vary with the level of activity. 

However, what constitutes a high or low level of demand? It is un- 
likely that firms producing at constant (variable) costs per unit—the 
assumption commonly made for basing-point commodities like steel and 
cement—will be less willing to absorb freight when operating at 60 or 
70 per cent than at 50 per cent of capacity, particularly when one takes 
into account producers’ unwillingness to lose contact with established 
customers. Thorough investigation would probably reveal the existence 
of a broad range of output over which the amount of market interpene- 
tration is relatively unchanging. Such a situation is more favorable to 
the assumption of stable trade coefficients, which will reflect this inter- 


TABLE IV.—REGIONAL Input-Output MATRIX 


1 
2 0002 7 4 01038 .02764/ .00037 bs 
3. . 05855 .00524 .01389 .00585 .06980 .01486 .00107 . 4).00099 .00019 .01437 .001 
4. ‘ ‘ 01004 .12301 .00641 .00006 .00020 .00016 .00004 .00130 .00056).00036 .00003 .00074 .00912 
5. Manufactures 06755 .04429 .08121 .05701 .29440 .03213 .02828 .06818 .03889 .08725 .13896/.01861 .01220 .02238 .01571 
6. Petroleum and Gas |.00005 .00004 .00282 .00004 .00451 .01602 .00161 .00003 .00011 .00220 .00003|.00000 .00000 .00019 .00000 
7. Electric Power 00117 .00234 .01844 .00265 .00535 .00581 .08915 .00458 .00822 .02584 .00058/.00000 .00000 .00000 .00000 
8. Transp. & Comm. |.02292 .92481 .03730 .03681 .02531 .00647 .03595 .05378 .01628 .02051 .03841).00000 .00000 .00000 .00000 
9. Trade & Finance /.03315 .02954 .01580 .02607 .02021 .00903 .00564 .03143 .05715 .04347 .14921/.00000 .00000 .00000 .00000 
10. Services n.e.c, - 10391 .01639 .01185 .02684 .01947 .01069 .01030 .02897 .10712 .05685 .23119).00364 .00057 .00042 .00094 
11. Households .53864 .23473 .63690 .54662 .34919 .67507 .51334 .59633 .65742 .52896 .00924/.00000 .00000 .00000 .00000 
REGION II 

Agriculture 07481 .00008 .00827 .01305 .90000 .00000 -00007 . 12093 .19570 .00021 .02164 
2. Ani: Products, .00248 -90033 .00000 .01007 .00000 00067 .00046 .01592 .04237|.00366 .29897 .00048 
3. Minerals 00064 .00013 00084 00093 .01115 .00237 .00017 .00129 .00007|.00345 .00068 .05012 .00448 
4. Forest Products 00071 -00149 .01820 .00095 .00001 -00001 .00019 .00008| 00468 .00033 .00977 . 11967 
5. Manufactures 01942 .01273 . -01639 .08464 .00924 .00813 .01960 .01118 . -03995}.06924 .04540 .08324 .05844 
6. Petroleum and Gas |.00018 .00015 .01079 .00013 .01726 .06124 .00616 .00010 .00041 .00840 .00012)/.00027 .00022 .01633 
7. Electric Power -00000 . -00000 00000 .00000 .00000 . -00000).00117 .00234 .01844 .00265 
8. Transp. & Comm. | .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000).02323 .02514 .03780 .03730 
9. Trade & Finance | .00056 .00050 .00027 .00044 .00034 .00015 .00009 .00053 .00096 .00073 .00251).03371 . 01607 .02651 
10. Services n.e.c. -00000 .00000 .00000 .00000 .00000 . 00000 .00000 .00000 . -00000) 09830 .01550 .01121 .02539 
11. Households -00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000).53864 .23473 
REGION Il 
1, Agriculture 00998 .01616 .00002 .00179 .00282 .00000 .00000 .00007 .00002 .00049 .00135'.01365 .02209 .00002 .00244 
2. Animals & Products| .00013 .01045 .00002 .00000 .90052 .00000 .00000 .00003 .00002 .00082 .00213,.00036 .02912 .00005 .00000 
3. Minerals 00002 .00000 .00025 .00002 .00006 .00002 .00029 .00006 .00000 .00003 -00012 .00002 .00180 .00016 
4. Forest Products -00074 .00005 .00155 .01896 .00099 .00001 .00003 .00003 .00001 . 00009) .00137 .00010 .00286 .03501 
5. Manufactures -00141 .00092 .00169 .00119 .00614 .00067 .00059 .00142 .00081 .00182 .00290). -00196 . ore 
6. Petroleum and Gas |.00000 .00000 .00006 .00000 .00010 .00035 .00004 . 00000 . -00000) .00001 .00000 .00031 . 
7. Electric Power -00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000/.00000 .00000 . -00000 
8. Transp. & Comm. |.00042 .00045 .00068 .00067 .00046 .00012 .00066 .00098 .00030 .00037 .00070).00011 .00012 .00018 .00018 
9. Trade & Finance | .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000).00000 .00000 .00000 .00000 
10. Services n.e.c. -00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000|.00197 .00031 .00023 .00051 
11. Households -00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000| .00000 00000 .00000 
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penetration. It should, however, be borne in mind that within this 
broad range of output, the direction of market crossing may alter due 
to relative geographic variations in demand. This will also disturb the 
trade coefficients. 

Before going on to the empirical section, reference should be made to 
the influence which custom and general inertia have on the making of 
economic decisions. This is not to say that firms fail to respond to 
changes in data, but rather that the reactions may not be immediate. 
Habit and custom may thus contribute to the stability of trading rela- 
tionships. 


Il. Empirical Implementation of the Interregional Model 


Table IV presents what is believed to be the first full-scale inter- 
regional input-output system for the United States. Economic activities 
have been classified into three regions and eleven industries.’° The table 
consists of nine major blocks, each of which contains 121 entries. The 
three major blocks in any major column depict the regional input re- 
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.00139 .00000 .00000 .00003 .00001 .00024 .00067|.00050 .00081 .00000 .00009 .00014 .00000 .00000 .00000 .00000 .00002 .00007 

00148 .00000 .00001 .00010 .00007 .00235 .00625|.00008 .00648 .00001 .00000 .00032 .00000 .00000 .00002 .00001 .00051 .00135 
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00030 .00105 .00011 .00000 .00001 .00014 .00000|.00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 

“00068 .00037 .00036 .00101 .00375 .00199 .00810|.00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 .00000 

03413 .00060 .00000 .00084 .00019 .00596 .01640|.01438 .02327 .00003 .00257 .00406 .00000 .00000 .00010 .00002 .00071 .00195 

“01484 .00000 .00008 .00099 .00068 .02346 .06245|.00157 .12850 .00021 .00000 .00638 .00000 .00003 .00043 .00029 .01008 .02684 
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quirements (in dollars) of the indicated region from itself, and from 
each of the other two regions per dollar of output of each industry.” 
Thus, the elements of the major block in the upper right-hand corner 
indicate the dollar value of region III’s purchases from region I per unit 
output of all industries in the former. 
- The regional input-output coefficient matrix is based directly upon 
the structure of trade in each commodity among all regions and the 
technical structure of industry in each region. These two pieces of infor- 
mation are supplied in Tables V and VI. To derive them the classifica- 
tion systems of several data sources had to be reconciled.” An 11X11 
matrix of interindustrial flows was constructed on a national basis by 
aggregating the flows of a 192-sector national table.’* From the flow 
table the corresponding matrix of technical coefficients was derived by 
dividing flows by outputs. These national coefficients were used for each 
of the regions because comprehensive data on regional production tech- 
niques are not available. Should the situation change, this information 
can be included, since the interregional model places no restriction on 
the degree of regional heterogeneity permitted in technical coefficients. 

In deriving the trade coefficients of Table VI, a number of different 
data sources and methods were employed. In each case the first task 
was to obtain regional flows. Unfortunately, space considerations do not 
permit discussion of the problems encountered." 

Two subjects are treated in the remainder of the paper. First, the 
workings of the model are illustrated, and then the results of an empirical 


10 The three regions are aggregations of the Census regions: region I is composed of the New 
England, Middle Atlantic, and South Atlantic states; the Pacific and Mountain States com- 
prise region III; region II is composed of the remaining states. As input-output tables go, ours 
is highly aggregated, at least in so far as the industrial dimension is concerned. This grossness 
was dictated first by computational problems and second by the existence of comparable data 
on interregional commodity flows. _ 

| In order to conserve space, the coeflicients relating to imports from foreign countries have 
been omitted. They can be derived from the information in Tables IV and V. For example, 
the three domestic, regional input-output coefficients relating to the purchase of agricultural 
goods by the manufacturing industry of region I are .01883, .01305, and .00282. The foregin 
import coefficient would then be the purely technical coefficient, .04027, minus the sum of 
the above three coefficients, i.e., 00557. 

Imports were treated at the open end of the system. This is to say that the inverse of Table 
IV was obtained and regional outputs determined by multiplying regional final demands by 
this inverse. Imports were then derived in a separate step in which regional outputs were 
multiplied by the foreign trade coefficients. 

2 This difficult reconciliation work was accomplished by Charlotte Taskier of the Harvard 
Economic Research Project. 

13 “Tnterindustry Flows of Goods and Services by Industry of Origin and Destination, Con- 
tinental United States, 1947”; Division of Interindustry Economics, Bureau of Labor Sta- 
tistics, published in 1952. 

4 The subject is discussed at length in Section F, “Interregional Analysis,” Pt. II, Regional 
Interdependence and Input-Output Analysis, of Report on Research for 1954, (hectographed), 
Feb. 1955, Harvard Economic Research Project, Cambridge, Mass. 
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TaBLe VI.—1947 Trape COEFFICIENTS 


Region 
Region I Region II | Region III 
Produ- 
cing Region 

Products of Agriculture Region I .46758 -03460 .00349 
Region II .32401 .84754 . 10080 
Region III .06998 .09569 .85288 
Imports . 13843 02217 04283 
Animals and Products Region I .36947 -08351 01809 
Region IT . 56641 .83484 35881 

Region III .02918 08132 
Imports .03494 02244 
Products of Mines Region I . 79382 . 19483 .00185 
Region II . 12680 .67946 .01090 
Region III -00335 02444 -98596 
Imports .07603 10127 .00129 
Products of Forests Region I . 70506 .05228 00274 
Region IT . 10432 .68589 01603 
Region III . 10870 . 20069 .97594 
Imports .08192 .06114 .00529 
Manufactures Region I . 73496 20251 .08572 
Region IT 21131 75332 . 24260 
Region III .01532 03253 .64929 
Imports 03841 01164 .02239 

Petroleum and Natural Gas Region I . 16742 .01098 
Region II .96877 .01244 
Region IIT .00369 .01845 .56356 
Imports . 18884 00180 -42400 
Electric Light and Power Region I 1.00000 .00000 .00000 
Region II .00000 1.00000 .00000 
Region IIT .00000 -00000 1.00000 
Imports .00000 .00000 .00000 
Transportation and Region I .98210 .00000 .00000 
Communication Region IT -00000 .99520 .00000 
Region IIT .01790 .00480 1.00000 
Imports .00000 .00000 .00000 
Trade, Finance and Banking Region I -98346 .00000 .00000 
Region IT .01654 1.00000 .02309 
Region .00000 .00000 .97691 
Imports .00000 .00000 .00000 
Other Services Region I 1.00000 2503 -00000 
Region IT .00000 .94598 .00000 
Region III .00000 .01899 1.00009 
Imports .00000 .00000 .00000 
Households Region I 1.00000 .00000 .00000 
Region IT .00000 1.00000 .00000 
Region III .00000 .00000 1.00000 
Imports .00000 .00000 .00000 
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enquiry into the model’s central assumption are summarized. The case 
we will use for illustration involves an arbitrary change in actual final 
demands for 1947. We will examine regional outputs and balances of 
trade in the base period and then see how these respond to a change in 
final demands.” 

For the base period, 1947, the two types of final demand information 
(receipts and shipments) are presented in Table VII. Table VIII con- 
tains base period outputs, and Table IX balances of trade for the ag- 
gregate of all commodities."* Two kinds of information are conveyed 
in the latter table: the balances between pairs of regions, found in the 
main body of the table; aggregate net balances of each of the regions 
with respect to all domestic regions and foreign countries. 

Table IX provides a picture of the interdependencies which exist 
among the domestic regions and between these and the rest of the 
world. Region I is the only domestic region with an over-all negative 
balance, but it also has the largest positive net balance with the rest of 
the world. In other words, region I is a net importer with respect to the 
other domestic regions, but a net exporter with respect to the rest of 
the world. Its dependent domestic position grows largely out of its rela- 
tionship with region II, from which it purchases large quantities of raw 
material inputs. Region IT has the largest over-all positive balance. This 
is the result of its trading position with region I and the fact that it has 
the second largest positive balance with foreign countries. The latter is 
largely due to its exports of agricultural goods. Region III’s raw ma- 
terial trade accounts for its positive balance with the two domestic 
regions. However, it is the only domestic region which has a negative 
balance with the rest of the world. 

Our hypothetical case postulates a 10 per cent increase in region I’s 
final demand for each industry, i.e., each item in row 1 of Table VII. 
This, of course, alters all items in rows 2, 4, and 6 of this table, except 
those pertaining to the local goods in regions II and III. The new ship- 
ments on final demand account were determined by the method de- 
scribed in the Appendix. The figures are given in column 1 of Table X. 
New regional outputs were then derived by multiplying expanded 
final demand shipments by the inverted regional input-output coeffi- 
cient matrix. These new outputs are presented in column 2 of Table X. 

It is interesting to contrast the differences in percentage increases 
of individual industries between the regions. In region I the largest in- 
creases take place in the local and relatively local industries 7 through 


8 The dual meaning of the term regional final demand was discussed on page 805 above. 

6 The paper referred to in footnote 14 above analyzes the intraregional specializations, the 
relative contributions of regions to national output, and the balances of trade for individual 
comm dity groups. 
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TaBLE X.—ReEsutts or A TEN Per CENT INCREASE IN REGION I’s 
DEMAND FOR ALL ComMODITIES 
Percentage 
Shigesents | New | (+) Change in Change in 
Commodity Demand Regional | Regional Regional Out- 
A . Outputs Outputs puts Over 
ccoun Base Period 
Region I 
1 91,040 526,442 27,326 5.475 
2 203,873 | 862,729 54,561 6.751 
3 27,988 276,139 13,121 4.989 
4 32,271. 122,637 6,634 5.719 
5 2,301,406 | 8,069,273 413,998 5.408 
6 27,399 | 78,129 3,738 5.025 
7 9,683 202 , 866 13,143 6.927 
8 220,617 | 1,045,353 72,254 7.425 
9 395,052 2,473,072 174,218 7.578 
10 350,361 3,573, 787 242,522 7.280 
il 2,336,268 | 10,274,317 698,084 7.290 
Region I 
1 191,691 1,646,353 70,243 4.457 
2 —11,082 2, 508 , 597 146,185 6.188 
3 67,189 274,582 7,435 2.783 
4 74,295 180,065 3,818 2.166 
5 1,707,428 7,967 ,042 264,445 3.433 
6 —37,357 448,314 24,569 5.798 
7 3,042 199 ,032 6,046 3.133 
8 237 ,928 1,144,752 29,739 2.667 
9 214,640 2,464,029 72,196 3.018 
10 340,546 3,413,871 95,499 2.878 
11 1,135,712 10,274,735 309, 575 3.107 
Region III 

1 10,351 454,228 17,239 3.945 
2 — 42,720 435,716 17,170 4.102 
3 7,591 75,034 | 1,487 2.022 
4 103 ,439 198,362 2,812 1.438 
5 85,732. | 1,350,171 33,148 2.517 
6 84,571 | 129,576 1,014 .789 
7 4,152 | 61,946 995 1.632 
8 69,281 348,139 6,209 1.816 
9 90,789 763,164 10,830 1.440 
10 103 , 341 1,199,576 18,642 1.579 
11 929, 156 3,398 , 287 49,711 1.485 


11. Since the products of these industries are relatively immobile, re- 
gion I must supply itself with the greater part of the increased direct 
and indirect requirements of them. The products of industries 1 through 
5 are more mobile. Region I’s increased requirements of them, there- 
fore, “spill over” to regions II and III more readily, Thus, while in- 
dustries 7 through 11 enjoy the greatest percentage expansions in region 
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I, industries 1 through 6 expand most—on the average—in regions 
II and III. 

The new aggregate trade balances and the changes in them over the 
base period are indicated in Table XI. We see that the results are largely 
in accordance with expectations. Initially, region I had deficits with 
respect to regions II and III, a surplus with respect to the rest of the 
world, and an over-all deficit. As a result of its increased final demand, 
its deficits with regions II and III increase; its surplus with the rest of 
the world diminishes, and its over-all deficit expands by almost 25 per 


TABLE XI.—INTERREGIONAL TRADE BALANCES FOR ALL INDUSTRIES 


Region I | Region II | Region | Over-All 

Region I 

New Balance —1,214,794 |—135,212 | 356,283 | —993,723 

Change over Base Period —161,261 | —14,952 |—37,266 | —213,479 
Region II 

New Balance 1,214,794 —123,446 | 88,668 | 1,180,016 

Change over Base Period 161,261 —10,224 | —4,846 146,191 
Region III 

New Balance 135,212 123 ,446 — 22,438 236,220 

Change over Base Period 14,952 10,224 —1,827 23,349 
Foreign Countries 

New Balance — 356,283 — 88 , 668 22,438 | —422,513 

Change over Base Period 37,266 4,846 1,827 | 43 ,939 


cent. Region II’s deficit vis-4-vis region III increases; its surplus with 
the rest of the world decreases, and its over-all surplus increases by 
about 12 per cent. Region III’s surpluses with regions I and II expand; 
its deficit with foreign countries does likewise, and its over-all surplus 
increases by about 10 per cent. The over-all deficit of foreign countries 
with the three domestic regions diminishes by about 10 per cent. 

The case which has just been discussed illustrates the working of 
the interregional model, but does not comprise an enquiry into its as- 
sumptions since no effort was made to relate predicted results to reality. 
The remainder of the paper is devoted to this question. 

Ideally we should evaluate the errors arising from three assumptions: 
fixed input coefficients; regionally identical input coefficients; stable 
trading patterns. Numerous studies of the implications of the first 
assumption have already been made, and it will not be discussed further 
here. Information on regional production techniques is required in order 
to evaluate errors arising from the second assumption. Obviously, if 
such information were available, it would have been used in the first 
place. In addition, the second assumption is a property of the present 
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empirical representation of the model, but not of its theoretical structure. 
The stability of trade coefficients will, therefore, occupy all of our 
attention. 

Consideration of trade coefficient stability was restricted to the 
domestic trade of the first five industries because their trade patterns 
involve no data manipulation. The variations in coefficients evidenced 
by these industries are due entirely to sampling errors in I.C.C. data!’ 
and actual changes in trade patterns. However, the trade coefficients 
for the other industries and foreign trade were based in part on indirect 
indicators of interregional trade, index numbers, etc., and their inclusion 
would constitute an inadequate test of over-all research procedures 
rather than of the assumption of stable trade coefficients. 

Three annual sets of trade coefficients are presented in Tables XII 
(a) through (e) for the five industries. The three row items in the lower 
left corner of (a) describe region I’s per unit purchase pattern of agri- 
cultural goods from region III during 1947, 1948, and 1949. The varia- 
tions in trade coefficients for each of the five commodity groups and the 
aggregate of all commodities are summarized in Table XIII. 

The changes shown in Tables XII and XIII must be evaluated from 
the point of view of their effect on certain magnitudes. This has been 
done for interregional shipments, total shipments by each region, and 
balances of trade for the five categories of commodities. In order to save 
space, the results for only one commodity group, manufactures, will be 
presented in tabular form. However, our discussion will include referen- 
ces to the remainder as well. 

Interregional shipments were predicted for 1947 by applying 1949 
trade coefficients to known base period requirements in each region. 
From these, predicted values for the balances of trade and total ship- 
ments of each commodity group by each region were obtained. The 
predicted, actual, absolute and percentage differences for each of these 
magnitudes relating to manufactures are found in Table XIV. The 
largest error for total shipments is 2 per cent. For individual regional 
shipments the largest error is 7 per cent, and the average error is less 
than 3 per cent. The errors in the net balances of trade are, on the whole, 
higher—the average being just under 10 per cent. 

The distribution of percentage errors for individual regional ship- 
ments, total shipments, and balances of trade was studied for the 
five categories of commodities. The results are as follows: 


A. Total Shipments (15 items) 
50 per cent of errors, 2 per cent or less 


17 Interstate Commerce Commission, Bureau of Transport Economics and Statistics, Car- 
load Waybill Analyses, published annually since 1947. 
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TaBLe XIIJ.—CHANGES IN TRADE COEFFICIENTS 
Industry Range of Changes Average Change 
1, Agriculture -00054 —.07367 01786 
2. Animals -00178 —.03464 -01418 
3. Mines -00016 —.02123 .00748 
4. Forests -00042 -.05559 -01295 
5. Manufactures -00005 —.03401 .01113 
6. Aggregate .00005 —.07367 .01272 
80 per cent of errors, 5 per cent or less 
Average error, 4 per cent 
B. Balances of Trade (15 items) 
50 per cent of errors, 8 per cent or less 
66 per cent of errors, 16 per cent or less 
93 per cent of errors, less than 50 per cent 
Average error, 25 per cent 
‘TABLE XIV.—MANUFACTURES AND MISCELLANEOUS 
Purchasing 
Resi 
Region I Region IT Region IIL Shi ts 
Supplying 
Region 4 
Region I 
Actual Shipments 6,620, 643 964,248 70,387 7,665 ,278 
Predicted Flow 6, 609 , 530 892 , 292 75,553 7,577,375 
Absolute Difference 11,113 71,956 —5,166 77,903 
Per Cent Difference . 7 7 1 
Region IT 
Actual Shipments 2,576,929 4,855 ,942 269, 706 7,702,577 
Predicted Flow 2,603 ,298 4,927,413 273,645 7,804,356 
Absolute Difference — 26,369 —71,471 —3,939 —101,779 
Per Cent Difference i 1 1 1 
Region III 
Actual Shipments 219,994 246,932 850,083 | 1,317,909 
Predicted Flow 204,738 247,417 840,978 1,293,133 
Absolute Difference 15,256 — 485 9,105 23,876 
Per Cent Difference ? 1 2 
Total 9,417,566 6,067 , 122 1,190,176 | 16,674,864 
Balance Base Period —1,762,288 1,635,455 126,833 0 
Predicted Balance —1,840,191 1,737,234 102 ,957 0 
Absolute Difference 77 ,903 —101,779 23,876 
Per Cent Difference 4 6 19 


* Less than 1 per cent. 


| 
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C. Individual Regional Shipments (45 items) 
51 per cent of errors, 6 per cent or less 
80 per cent of errors, less than 11 per cent 
Average error, 12 per cent 


The analysis which was performed on the errors in the balances of 
trade indicated that our selection of regions was not adequate. The over- 
whelming proportion of large errors was associated with region III, 
which is not the equal of the other two regions economically. Its ship- 
ments, receipts, etc., are considerably smaller than those for the other 
regions. Given absolute errors, therefore, appear as large percentage 
errors. If the errors pertaining to region III are omitted, we find that 
70 per cent of the balance of trade errors are in the range from 0 to 8 
per cent; 90 per cent are less than 16 per cent. The average error falls 
to 10 per cent, extreme items dropping out. 

Percentage errors in individual regional shipments also reflect the 
disturbing influence of region III. If the errors associated with this 
region are ignored, the concentration in the lower ranges becomes more 
marked: 60 per cent of the errors are less than 5 per cent; 90 per cent 
are less than 11 per cent; the average falls to 6 per cent. 

Our empirical investigations have revealed some year-to-year varia- 
tions in the trade coefficients. However, the author believes that they 
have exhibited sufficient stability to warrant their being subjected to 
further statistical evaluation on various levels of regional and com- 
modity aggregation. The belief also appears justified that if capacity 
considerations discussed in the theoretical section are satisfied, and if 
the regions are appropriately selected, the model can prove a useful 
device for the analysis of certain short-run problems. For example, 
our interregional model can help evaluate the effects on employment of 
government expenditure in various regions. It can also be of use to vari- 
ous state and federal agencies concerned with the economic situation of 
a particular region. Some use of regional input-output techniques is 
already being made for balance of payments studies of one region with 
respect to the rest of the country.’* These studies contribute to our 
knowledge of particular areas, but much of their value is limited to the 
the year for which they are made. They cannot be used for predictive 
purposes. 

One last point remains. The model is based on the assumption of 
stable trade coefficients. However, if it can be determined from outside 
the system that a region will supply a smaller proportion of its own and 
other region’s requirements of a good due, for example, to an increase in 
its costs, there is nothing to prevent the use of new trade coefficients 
for this good. 


18 See the 2nd, 3rd, and last items cited in footnote 2. 
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APPENDIX 
By Joun Fret and Leon N. Moses 


This appendix consists of two sections. The first contains a rigorous 
demonstration of the interregional model discussed and illustrated in the 
main body of the paper. An extension of the model to the field of dynamic 
relationships is developed in the second section. 


I. The Interregional Model 


The introduction of a regional dimension into input-output analysis com- 
plicates the notational system since regions and regional flows as well as 
commodities and commodity flows are involved. Throughout our discussion 
the former will be designated by superscripts and the latter by subscripts. 

Let us assume a closed economy divided into r regions which are open to 
one another for trade in m homogeneous commodities. Two sets of structural 
constants underlie the static model. The first relates to the structure of 
production in each region and the second to the structure of regional trade. 
Thus 


(1.1) A’ = (a;;) s=1,2,---,r 
nXn 


is the input-output coefficient matrix for region s. Each such matrix is 
composed of nonnegative elements whose column sums are less than one. 
It follows that for every A* (s=1, 2, - - - , r) the Leontief inverse (J — A’) 
exists and is nonnegative,'® z.e., the system is consistent. 

The second set of structural constants—pertaining to regional trade—are 
embodied in a set of trade coefficient matrices: 


(1.2) Tz = k=1,2,---,n 

where 7, is the trade coefficient matrix for the kth commodity. The gth 

column of this matrix is composed of nonnegative elements (4%, 2%, ---, 


#,*) whose sum is exactly equal to one. The two sets of structural constants 
(1.1 and 1.2) can each be written as an mr Xr diagonal block matrix com- 
posed of square submatrices, with all blocks off the main diagonal being 
zero submatrices. 


(1.3) A = diagonal (A', A’, ---, A”) 
(1.4) T = diagonal (71, +, Tn) 


Three sets of fundamental variables are involved in the regional model: 


dimension mr X nr. 


Ve the final demand for commodity & by region s| 


= 


| 
d, the total demand for commodity k by region | ; 
x, the total output of commodity k by region s 


19 R. Solow, “On the Structure of Linear Models,” Econometrica, Jan. 1952, XX, 29-46. 
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When written in matrix form these variables can be partitioned by rows and 
by columns: 


Final Demands Total Demands 


yi... Di... Dr 
| 
Total Outputs 
Xi 
x. 
y*, D*, K* (s=1, 2,-- +, 97) are column vectors and Yj, Dj, and Xj are 


row vectors. When the latter are transposed, Y;, D,, and X; are also column 
vectors. 

There are two ways to arrange the elements of the above matrices into 
column vectors of dimension mrX1. The first represents an ordering by 
columns, i.e., a regional arrangement, and the second an ordering by rows, 
1.€., a commodity arrangement. 

(1.6) Ordering by columns 


D xX} 
De=wl-| - 
D x 
nr X1 ur X 1 ur X 1 
(1.7) Ordering by rows 
Ds x, 
Ye=|- | 
D Xx. 
mr X1 ur X1 nr X 1 


Since each of these orderings by row is simply a rearrangement of the 
terms in the corresponding ordering by columns, there exists a permutation 
matrix, Z, of dimension mr X mr which will convert one into the other. 


(1.8) Y. = EY,; D, = EDw; X. = 
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The permutation matrix used is uniquely determined by the dimension of 
the matrices in 1.5. Since these are all of dimension m Xr, the same permuta- 
tion matrix performs the three conversions. 

Our regional model is erected on two sets of structural equations: 


(1.9) De = + 
(1.10)— X; = k= 1, 2, 


Equation 1.9 states that the total demand of a region for each good is 
the sum of its final demand, ‘Y", and its intermediate demand, A*X*. This 
equatica is typical of all static input-output models. The innovation of 
the regional model occurs in equation 1.10. If the total demand, D,, for 
each commodity in each region is known, and if regions acquire each good 
according to a fixed regional purchasing pattern, the impact on each region 
is known. Equation 1.10 states the equality of demand (7;,D,) and supply 
(X,). 

When final demands, Y*, have been postulated this system can be solved 
for outputs, X*, by eliminating the variables D* (and D,) from 1.9 and 1.10. 
To do this we first rewrite these equations: 


(1.11) D. = AX, + Y. where A is defined in 1.3, X. and Y,. defined in 1.6; 
(1.12) X, = TD. 


where 7 is defined in 1.4, X, and D, defined in 1.7. 
The last equation can be rewritten as X,.=7E-'ED, and upon pre- 
multiplication by E we have, by 1.8 


(1.13) X, = ETE"D,. 
or 

X. = T*D. 
where 

T* = ETE". 


Thus we have converted an ordering by row (1.12) into an ordering by 
column (1.13). Now premultiply 1.11 by 7* and upon substitution by 1.13 
we have: 


(1.14) XK, = T*AX, + T*Y. 
and 
(1.15) X. = (I — T*A)“"T*Y.. 


When the demands by the final demand sectors in each region are given, 
the system converts these demands into a set of shipments on final demand 
account, 7*Y., by each region,?° and determines all regional outputs. For 


* See Table VII above. For an explanation of 7* see equation (1.21) below. 
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convenience in computing total output when a new final demand is given, 
a matrix R is defined. 


(1.16) R = (I — T*A)"'T*. 
The solution of the model can then be written 
(1.17) X = RY. 


The system has the consistent properties of the “spaceless’’ national 
input-output models, in the sense that ([—7*A)~ exists and is nonnega- 
tive. This follows from the fact that all elements in any column of £, E, 
and T add up to one. Hence the sum of all elements in any column of 7*A 
and A must be the same. Thus, if all submatrices, A’, of A are consistent 
(have column sums less than one), the regional input-output coefficient 
matrix T*A=ETE“A must share this property. 

In the remainder of this section we shall develop the matrix T7* more ex- 
plicitly. First we write out the permutation matrix E of 1.8 in partitioned 


form: 
Ex Em 


(1.18) E = (Ey) = 
nr X ur 
where 
ith 


Ey =|0-+-0 1 0--+-0|—jth row. 


4-8 
nXr 


The inverse of the permutation matrix is 


(1.19) (E+ = Ej.) 


where E},; is the transpose of Ej; written by submatrices as was E in (1.18). 
To compute the matrix 7*= ETE~ we have only to use 1.4, 1.18, and 


0---0 0 0---0 
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1.19 and carry out the multiplication. A more efficient method is to partition 
the matrix 7* into blocks: 


(1.20) T* = (Ti) 
where 7% is a submatrix of dimension » Xn which lies in the ith block row 
and the jth block column, i, 7=1, 2,---,r. 
The submatrix 7%; is then 
Ej 
* 
(1.21) Ti = (Ea, En, +--+, Fi,) diagonal (71, Tz, -- Tn) 
Ej, 


Thus, 7* is a “scattered” trade coefficient matrix. 
II. Dynamic Analysis 


Extension of the interregional model to dynamic analysis is based upon 
the introduction of stock-flow relationships.2! We begin by postulating a 
capital coefficient matrix for each region: 


(2.1) B’ = (bi) 
nXn 

Collecting all these matrices we construct a diagonal block matrix 

(2.2) B = diag. (B', B*,---, Br). 


A new set of variables, p’, representing the construction of new capacity in 
each region is then introduced: 


(2.3) 


(pr, ps. 
Ordering the elements in the above matrix by column we obtain a column 
vector P, of dimension mr X 1. 
2! Leontief, Studies in the Structure of the American Economy, Pt. 1, Ch. 3 (New York, 1953). 


1 1 r 4 
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(2.4) 


It follows that the column vector 
(2.5) BP. 


represents the quantities of all goods required in each region for the purpose 
of constructing new capacity. With the introduction of this additional 
variable, total demand in each region becomes the sum of three components: 


(2.6) D, = AX. + Y.+ BP. 


where 
AX, is intermediate flow demand 
Y. is final demand 
BP, is investment demand. 
For a static situation we then have the-accounting equality 


(2.7) X, = TAX. + Y. + BP.). (See 1.11 to 1.15.) 
At this stage the time element is introduced. 
X. = 
and 
P, = 


The last relation P=X(é) is the newly added structural relation which 
states that investment demands are determined by increments of output. 
When 2.8 is introduced into 2.7 we get 


(2.9) X(t) — At) — T*BX = T*Y At). 


x 
P? 
| 
| 


THE THEORY OF OCCUPATIONAL WAGE DIFFERENTIALS 
By M. W. REDER* 


Although data on occupational wage patterns are far from plentiful 
—and, at best, none too firm—there is a body of such material about 
which some theoretical speculation (and controversy) has arisen.’ This 
paper is an attempt to construct a theoretical model which can be used 
to interpret the existing data, and to clarify some of the points in 
dispute. Its first section deals with the structure of the model; the 
second section uses the model to explain temporal changes in Ameri- 
can occupational wage differentials; the third deals with interregional 
and international differentials, while the fourth considers alternative 
arguments. Section V attempts to extend the analysis (previously con- 
fined to hourly wage differentials) to the differences in annual incomes 
that are associated with differences in skill. 


I. Theoretical Considerations 


Economic theory has a ready-to-hand technique for analyzing the 
wage differentials associated with skill (hereafter called “skill differ- 
entials” or “skill margins”); i.e., treat workers of different grades of 


* The author is professor of economics at Stanford University. The argument of this 
paper has been presented to departmental seminars at both Princeton and Stanford; the 
discussion in these seminars materially improved the final product. The author has also 
benefited from the critical comments of P. A. Baran, P. T. Bauer, Margaret F. Gordon, 
H. G. Johnson, and R. A. Lester. However, he is solely responsible for whatever errors or 
other defects still remain in this article. 


*In addition to other references cited hereafter, readers interested in this literature should 
consult the following: T. P. Kanninen, “Occupational Wage Relationships in Manufactur- 
ing, 1952-3,” Mo. Lab. Rev., Nov. 1953, LX XVI, 1171-78; K. G. J. C. Knowles and D. J. 
Robertson, “Differences between the Wages of Sxiiled and Unskilled Workers, 1880-1950,” 
Bull, Oxford Inst. of Stat., Apr. 1951, XIII, 109-27; D. W. Oxnam, “The Relation of Un- 
skilled to Skilled Wage Rates in Australia,” Econ. Record, June 1950, XXVI, 112-18; 
R. A. Lester, “A Range Theory of Wage Differentials,” Indus. Lab. Rel. Rev., July 1952, 
V, 483-500; S. Lebergott, “Wage Structures,” Rev. Econ. Stat., Nov. 1947, X XIX, 274-85; 
R. L. Raimon, “The Indeterminateness of Wages of Semi-Skilled Workers,” Indus. Lab. 
Rel. Rev., Jan. 1953, VI, 180-94; K. G. J. C. Knowles and T. P. Hill, “On the Difficulties 
of Measuring Wage Differentials,” Bull. Oxford Inst. of Stat., Nov. and Dec. 1954, XVI, 
393-409; L. G. Reynolds, The Structure of Labor Markets (New York, 1951), pp. 195-98, 
236-40; H. A. Turner, “Trade Unions, Differentials and the Levelling of Wages,” Man. 
School Econ. Soc, Stud., Sept. 1952, XX, 227-82; E. H. Phelps-Brown and S. V. Hopkins, 
“Seven Centuries of Building Wages,’ Economica, Aug. 1955, ns. XXII, 195-206; 
E. E. Muntz, “The Decline in Wage Differentials Based on Skill in the United States,” 
Internat. Lab. Rev., June 1955, LXXI, 575-92. 
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skill as representing different factors of production, and analyze the 
behavior of their relative wage rates by means of the theory of related 
(factor) markets. However, if nct carefully used, this mode of analysis 
can be highly misleading because the wage rates paid for particular jobs 
are not analogous to factor prices. The skill and other characteristics 
of workers who apply for given jobs vary with the state of the labor 
market, and the wage rates paid on given jobs are therefore affected by 
“quality” variations in the job applicants. As the “quality” variable has 
not been accorded much attention in wage theory, it will pay us to 
examine it with some care. 

Quality variations in labor markets arise through upgrading and 
downgrading of members of the labor force relative to the jobs they 
are to fill. When applicants become scarce, employers tend to lower the 
minimum standards upon which they insist as a condition for hiring a 
worker to fill a particular job—and vice versa when applicants become 
plentiful.* These minimal hiring standards may be stated explicitly as 
age, sex, educational, racial and other prerequisites that must be satis- 
fied as a precondition of hiring. Or they may be the consequence of 
the unarticulated habits and prejudices of persons responsible for 
hiring decisions. But whatever the degree of explicitness, minimum 
hiring (and firing) standards do exist for most jobs in modern industrial 
communities. 

The prevalence of these hiring standards is so widespread as to 
make it difficult to find situations from which they are absent. Such 
situations can be found, but they are rare. Their scarcity can be ap- 
preciated if it is remembered that jobs without hiring requirements are, 
by definition, jobs for which selection is nonexistent (7.e., all applicants 
are taken) or is made by a process unrelated to any social or economic 
characteristic of the applicants (e.g., by lot). Jobs where selection 
among applicants is minimal tend to occur where there is no guarantee 
of minimum earnings and no capital to injure or destroy; e.g., selling 
on a “straight commission” basis; piecework with no guarantee of mini- 
mal earnings and no equipment to damage.’ 

The ability to discriminate among job applicants on the basis of 
putative differences in quality implies that variations in relative scar- 
city of job applicants can be met by varying either (or both) of two 


* One set of hiring standards, A, is said to be lower than another, B, if the job applicants 
meeting A include all who also meet B, as well as some who do not. 

*L. H. Fisher, The Harvest Labor Market in California (Cambridge, Mass., 1953) gives 
an example of this type of situation. In California harvesting almost anybody is accepted 
for employment. However, they are paid a flat piece-rate per box with no guaranteed 
hourly minimum; as they use practically no equipment, there is no risk in having them 
work, and therefore «ie employer can profitably accept any and all comers, once the 
decision to begin harvesting has been taken. 
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determinants of hiring policy; i.e., employers may adjust (1) wage 
rates; (2) hiring standards; or some combination of the two. There 
are a number of factors that affect the relative emphasis that a given 
employer will place upon these two factors. A brief survey of these will 
clear the ground for the succeeding argument: 

1. The employer will be particularly concerned with maintaining 
hiring standards when there is danger of property loss from incom- 
petent workmen, and the prospective amount of such loss is consider- 
able, relative to the difference in wage cost (per unit of product) 
between superior and inferior workmen. For example, a processor of 
gem diamonds is not likely to risk using an inexperienced diamond 
cutter to save the additional expense of hiring one who is fully qualified. 
Or if very delicate machinery is to be used, an employer is likely to be 
insistent upon the workers being fully qualified, even if production 
must be delayed in order to recruit them. Conversely, among assembly- 
line workers, employers frequently relax hiring standards to speed 
recruitment. 

2. Where agreements among employers against “labor piracy” are 
operative, expansion of the firm’s labor force will tend to be accom- 
plished more by “quality deterioration” and less by wage increases than 
otherwise. Oligopsonist greements in restraint of labor market com- 
petition are rarely of a formal nature, but their operation is frequently 
reported and there is good reason why employers should adhere to 
them. For if an employer attempts to secure more workers in a “tight” 
labor market by raising wages, competing employers are likely to 
match his increases. And, as knowledge of the wage increase is likely 
to reach rival employers before it reaches many prospective job appli- 
cants, it is unlikely to give the aggressive firm even a temporary 
advantage. 

3. A third factor relates to wage discrimination.‘ If a firm should 
need additional workers of a particular grade (and cannot obtain them 
at the going wage rate), it may promote some of its own employees 
of a lower grade. Promoting workers—new or old—has one advantage 
over bidding up the wage rate; the increased compensation need be 
paid only to the promoted workers. But if a wage increase is granted 
to one worker, others doing similar work—and accustomed to similar 
rates—must, in practice, get similar increases. 

A related advantage of adjusting “quality rather than price” is the 
greater ease of downgrading workers as compared with lowering wage 
rates. Shifting workers, reclassifying jobs, etc., are more or less con- 
tinuous processes, and therefore not subject to the time-lags attendant 
upon changing contractual prices, i.e., union wage rates. Furthermore, 


*I am indebted to my colleague, Tibor Scitovsky, for a discussion of this point. 
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although unions may and do protest against unfavorable job shifts, 
they are less prone to resist demotions which affect only a few workers 
at a time than wage cuts which give many workers a common griev- 
ance, 

4. Frequently the quality of workers can be improved by training. 
The costs and yields of such training, relative to existing wage differen- 
tials between different grades of labor, are the important factors in 
determining an employer’s choice as between raising wage rates and 
altering hiring standards. Where needed skill can be acquired in a 
short period and the margin for skill is large, the tendency (ceteris 
paribus) will be to recruit by changing hiring standards; where the 
reverse is true, the tendency will be toward raising wage rates. 

As workers, once trained, are under no obligation to remain with the 
employer who bore the cost of their training, employers will not usually 
invest in such training unless the prospective net gain (if any) from 
hiring an untrained instead of a trained worker can be realized very 
quickly. This means, in practice, that employers are reluctant to train 
workers if it involves a substantial out-of-pocket loss during the train- 
ing period. Therefore, such training occurs mainly when laboy is in 
such short supply and the demand for output so strong that even the 
slim marginal contribution of trainees to current ouput is worth almost 
as much as their current wage; i.e., such training tends to be concen- 
trated in extreme booms. 

In short, there are several important reasons why employers should 
sometimes prefer to adjust to changes in labor market conditions by 
altering worker quality’ together with, or instead of, wage rates. How- 
ever, both quality and price respond to labor market pressure; the 
rather notorious stickiness of wage rates is one indication of the im- 
portance of quality variation in the labor market. 

Now let us examine the implications of this fact for the behavior 
of skill margins. To do this let us study the behavior of the wage rates’ 
paid to the holders of specific jobs. We assume employers aim at 
minimizing the total cost of producing their chosen rate of output by 


*It should be noted that we speak of an employer’s hiring standards with reference only 
to a particular job or job-type. This implies that promoting workers within the firm is 
regarded as hiring workers for the job to which they are being promoted. 

*It is important that our use of the term “worker quality” should not be misunder- 
stood. It is not implied, necessarily, that workers currently hired (but not hirable under 
previous standards) are inferior to those previously hired in any sense except that the 
employer would previously have rejected them. The wisdom of hiring policies—from the 
employer’s own viewpoint—is, in many cases, questionable; hiring policies that involve 
arbitrary age, 1ace, or sex criteria may not be conducive to profit maximization. Further- 
more, one wonders whether investing in on-the-job training—and reducing skill differentials 
—might not be profitable even when labor is plentiful. 


* By wage rates, we mean straight-time hourly earnings. We abstract from the effect of 
incentive systems, perquisites and nonpecuniary satisfactions. 
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adjusting, among other things, the quality of the workers hired for, and 
the wage rates paid to workers on particular jobs. The wage rates paid 
(to the holders of particular jobs) will be the higher of (1) the market 
rate for workers with the characteristics necessary for getting hired 
and (2) the rate the firm negotiates with the relevant union.* Where 
(2) exceeds (1), the firm is said to have “labor slack” for the given 
job;° labor slack is manifested by the presence of more applicants who 
meet its hiring standards (for the given job) than it wishes to hire. As 
a result, a firm with labor slack is compelled to ration the relevant jobs 
on the basis of “first come, first hired,” or in some other way that is of 
no concern to the employer.’ For simplicity, we shall assume that all 
firms pay the same wage rate and have similar hiring requirements for 
similar jobs."* 

Suppose there should be a general increase in demand for all grades 
of manual labor of such size that (with given wage rates and hiring 
standards) labor slack is eliminated from the market for every kind of 
job. Competition for workers able to meet current hiring standards on 
the most skilled jobs would then tend to raise their wage rates. How- 
ever, there would be a brake upon this rise because some workers, pre- 
viously unable to secure employment in the most highly skilled job 
categories, would be available at lower rates. Therefore, if the spread 
between the wage rates of the most skilled and those closest to them 
in skill should become too large, substitution would tend to occur.’” 
This substitution would involve either (1) training the “inferior” 
workers or (2) altering the production process (and/or product) some- 
what so as to facilitate the use of less skilled workers or some com- 
bination of the two.** 

*It sometimes happens that employers pursue a “generous” wage policy; i.e., they pay 
a wage rate higher than (1) despite the absence of union pressure. We may treat such 
behavior as though it resulted from collective bargaining; the employer’s conscience serves 
as the worker’s bargaining agent. 

*The most frequent occurrence of labor slack is where firms reserve jobs for their cur- 
rent holders without attempting to reduce wages, refusing new applicants as well qualified 
as those presently employed. Similar situations arise where workers, holding lower-paid 
jobs in a firm, wait for vacancies in better jobs for which they are as fully qualified as 
the present incumbents. Nevertheless, the reader should not suppose that the presence of 
labor slack is evidence of employer irrationality; labor slack is often an unavoidable in- 
cident in a long-run policy aimed at making a firm an attractice place to work. 

* It is, of course, possible that the union may be vitally concerned with the method of 
job rationing adopted. 

"This assumption is for convenience only. Another assumption, implicitly made, is the 
absence of monopsony power; this, too, is solely for convenience and could easily be 
dropped if and when necessary. 

* This does not require that there be a great deal of worker mobility among firms. Much 
of this substitution may occur via intrafirm promotions, and the remainder by hiring some 
new job applicants at higher job grades than they had previously held. 

* Where there is labor slack, this process of substitution is costless (requiring no adjust- 
ment whatever) and inhibits any rise in skilled wage rates. 
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But whatever the process, the substitution of less for more skilled 
workers reduces (ceteris paribus) the supply of persons possessing 
specified minimum qualifications’* who are available for jobs requiring 
less than the highest degree of skill. This would tend to raise the 
equilibrium rates paid on these jobs; however, it is possible to substi- 
tute less for more skilled workers on these jobs also. This, in turn, 
reduces the supply of workers holding still less skilled jobs, etc. Now if 
we assume what is often contrary to fact—full employment and a 
fixed size of labor force—it follows that the supply of labor for the 
least skilled jobs could not be increased by attracting those employed 
on still less attractive jobs (or unemployed). Hence employers wishing 
to use the cheapest grade of labor would have to scramble for a reduced 
supply, tending to drive up the wage rate. 

It cannot be deduced from this consideration that, under the specified 
conditions, wage rates paid on the lowest grade of jobs would rise pro- 
portionately more than the rates on others. But if for other reasons we 
knew that this did occur, then the relatively greater reduction in the 
supply of workers available for these jobs would afford an important 
clue to the explanation of its occurrence. And, as we shall see in Section 
II, skill margins have varied with labor demand in the manner indi- 
cated in those cases where the “labor reserve” had been absorbed. 
Accordingly, we offer the hypothesis that the association of short- 
period variations in skill margins with the level of aggregate employ- 
ment is due to the ract that a rise in the level of employment for all 
grades of labor reduces the supply of labor available for unskilled jobs 
(at initial wage rates) proportionately more than it reduces the supply 
available for others. This hypothesis is presumed to hold only when 
labor demand increases sufficiently to absorb the labor reserve; the 
operational significance of this proviso will be indicated below. 

It is not alleged that there is any particular pattern of variation 
among the wage rates for skilled and semiskilled jobs. It is alleged 
only that, under the conditions specified, rates on unskilled jobs are 
driven up relatively to those on semiskilled (which compete most 
keenly for labor with the unskilled jobs) and that this, in turn, results 
in a diminution in the spread between the rates on skilled and unskilled 
jobs. 

But before accepting this hypothesis, it is necessary to consider the 


* Including, where relevant, being in an appropriate place on a promotion list. For the 
sake of brevity, we assume that workers substituted “up the job hierarchy” have hitherto 
held less skilled jobs than those to which they have been promoted. In some cases this is 
contrary to fact; jobs sometimes command a premium because of tradition. However, the 
interrelation among skill and other attributes (education, sex, race, etc.) that are related to 
labor market premiums is so great as to make it reasonable to assume that a relaxation of 
hiring standards implies a sacrifice of skill. 
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effects of unemployment and of a variable size of labor force. It is 
well known that the business sector of most economies usually pos- 
sesses a labor reserve in the form of unemployed work-seekers, low- 
income farm youths, oldsters, juveniles, housewives, etc., who will 
accept jobs in the business or government sectors of the economy at 
going wage rates whenever such jobs are available. As the bulk of 
these persons are available for unskilled jobs, they serve as a replace- 
ment for the unskilled workers attracted to better jobs. Therefore, an 
increase in aggregate labor demand would not be expected to affect skill 
margins (as far as our hypothesis is concerned), unless the increase 
were more than sufficient to absorb the entire labor reserve at going 
wage rates. However, when such large increases do occur, within a 
short-period (e.g., during both world wars), skill margins would be 
expected to contract—and they have.”® 

Now let us consider the implications of the labor reserve concept 
for wage theory. Allegation of the existence of a labor reserve im- 
mediately provokes the question, “Why doesn’t the unskilled wage rate 
fall until the labor reserve’s members either find employment or cease 
to desire it?” The answer lies in what we shall, for brevity, call SM 
(for social minimum). SM is the minimum (straight-time) hourly wage 
rate at which a business firm or government— as distinguished from a 
household or family farm—can hire an hour of labor. SM may be set 
by statute (e.g., a minimum wage law), by social custom and/or by 
trade union policy. SM is also related, indirectly, to the assistance from 
social security, friends, family, etc., that a wage earner can obtain. 
However, when SM is not effectively set by statute or union policy, it 
becomes a very slippery concept. Therefore we shall treat SM as 
established by statute or effective union policy, although its bases are 
far more complicated than this assumption would suggest. 

SM is often set higher for men than for women, for workers in the 
prime of life than for juveniles or aged workers; also, it tends to vary 
in the same direction as living costs. It is not an absolute minimum 
rate below which workers are never hired; rather it is a rate below 
which workers, especially adult males in the prime of life, are not hired 
by a business firm or government. However, households often hire 
servants, men and boys for odd jobs, etc., on whatever terms they can 
obtain them. Also travelers “hire” porters, etc., for tips; and on family 
farms, the members share in what the “enterprise” earns. Indeed, when 
there is substantial unemployment, the unemployed have frequently set 
themselves up as small entrepreneurs (e.g., in garment-making and 


“ The reader should not suppose that the existence of a labor reserve is a special case of 
labor slack. The workers in the labor reserve may (although they need not) be inferior to 
those regularly employed. 


/ 
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retail trade). They are able to pay their employees only on some sort 
of receipts-sharing basis; this implies little more than that wages will 
not be negative. 

In the midst of large-scale unemployment, such attempts at self-help 
are not likely to be obstructed; but whether substantial businesses can 
exploit the existence of unemployment to reduce the wage rates they pay 
their workers below some minimum level depends upon social attitudes. 
For example, in early 19th century England (under the famous Speen- 
hamland system), workers would frequently eke out a “surviving” by 
combining parish aid and wages.”* And, apparently, it was not then 
considered improper to hire labor that required public assistance in 
order to survive. But nowadays it would certainly be considered im- 
proper, when not illegal, to employ labor at a wage so low that it had 
to be supplemented by public assistance; and it would be illegal for 
workers to accept most forms of public assistance while employed. In 
short, we now have laws and mores that place a floor under the mini- 
mum wage rate that a worker need or will accept on a “steady job” 
with a business firm or government. 

Outside the business and government sectors, there is really no effec- 
tive minimum to wage rates, except reluctance to accept employment 
at still lower rates. Whether an unemployed worker accepts on offer of 
a “day’s” casual employment depends upon (1) the relative importance 
of the earnings as compared with his leisure (and shame at working 
for too little) and (2) his expectation of finding a more attractive em- 
ployment opportunity during the “day,” if he keeps looking. Wage 
rates paid on odd jobs are rarely recorded; but, we suspect, they are 
subject to marked short-period fluctuations and considerable disper- 
sion on any given day. In other words, unskilled wage rates have down- 
ward rigidity only in the business and government sectors; elsewhere, 
they are determined in a “classical” manner. Unemployment is, there- 
fore, either voluntary or frictional. However, the frictions (e.g., imper- 
fect communication, intermittent demand, geographic immobility, etc.) 
that impede the operation of labor markets outside the business and 
government sectors are far greater than “classical” wage theory would 
suggest. 

Il. Evidence Bearing on the Theory 


Let us first consider the evidence against which it may be possible to 
test the hypothesis concerning the behavior of skill margins during 
large short-period increases in employment. If the hypothesis were 
true, it would follow that, in periods of general labor shortage, the skill 

“J. H. Clapham, An Economic History of Modern Britain, 1820-1850, 2nd ed. (Cam- 


bridge, Eng., 1950), pp. 124 et seq. and pp. 357 et seq.; also P. Mantoux, The Industrial 
Revolution in the Eighteenth Century, 2nd ed. (London, 1928), pp. 447-50. 
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TaBLE For SKILL IN THE UntTeD States, 1907-47 


A. Manufacturing Industries 


Year Median Skill Margin* 

1907 205 

1918-1919 175 

1931-1932 180 

1937-1940 165 

1945-1947 155 

B. Building Industries 

Year Skill Margin Year Skill Margin 
1907 185 | 1931 | 179 
1908 188 1932 179 
1909 191 | 1933 182 
1910 192 1934 | 178 
1911 195 1935 179 
1912 197 1936 175 
1913 197 1937 172 
1914 199 1938 170 
1915 199 1939 170 
1916 199 1940 | 169 
1917 191 1941 167 
1918 183 1942 160 
1919 180 1943 159 
1920 166 1944 158 
1921 168 1945 | 154 
1922 174 1946 147 
1923 . 180 1947 143 
1924 180 1948 140 
1925 181 1949 141 
1926 177 1950 139 
1927 180 1951 138 
1928 179 1952 138 
1929 179 

1930 | 177 


Sources: for 1907-1947, Harry Ober, “Occupational Wage Differentials, 1907-47,” Mo. 
Lab. Rev., Aug. 1948, LX VII, 130; for 1948-52, H. M. Douty, “Union Impact on Wage 
Structures,” Proc. Indus. Rel. Res. Assoc., 1953, pp. 61-76. 

® The median skill margin is the median of the ratios of the straight time average hourly 
earnings of the skilled workers (in various manufacturing industries) to those of the unskilled. 


margin would tend to decline. Table I indicates that this is what oc- 
curred during both world wars; indeed, that this happened is a matter 
of common knowledge.’ There is no definite evidence that the skill 
margin has any very definite cyclical pattern apart from the tendency 


* Behavior similar to that presented in Table I is to be found also in book and job 
printing. The annual data for 1907-46 are presented in Appendix, Table 117, pp. 761-62 of 
W. S. Woytinsky and associates, Employment and Wages in the United States (New York, 
1953). In the building industries there was a substantial widening of the skill margin 
between 1907 and 1914. However, this tendency did not appear in the printing trades, and 
it is therefore difficult to determine which industry ‘vas more “representative.” In the 
absence of additional information, speculation is pointless. 
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to shrink during wartime (major) booms. But our hypothesis does not 
imply that it should vary with small changes in business conditions; 
the “ordinary” period of prosperity does not usually absorb a large 
enough fraction of the labor reserve to induce a sharp rise in unskilled 
rates. It is only in the really big outbursts of economic expansion that 
this occurs— at least in present-day Western countries. 

But there is more evidence for our hypothesis than the behavior of 

wage rates; the hypothesis implies that when aggregate labor demand 
increases sufficiently there will be a tendency for the manual labor 
force, especially the unskilled, to move toward better jobs and for their 
places to be filled, if at all, by erstwhile members of the labor reserve. 
This implies a shift of workers from agriculture to industry, from un- 
skilled to semiskilled jobs, etc. And, it is common knowledge that this 
has happened in the United States during both world wars and in the 
full employment period since 1945;** it has also occurred, during the 
same periods, in other countries. 
' Unfortunately, our hypothesis does not seem to be “reversible.” That 
is, the skill margin does not seem consistently to widen during major 
depressions—conversely to what happens during major booms. In the 
two major depressions, 1920-21 and 1929-33 (the only ones for which 
we have data), the skill margin widened during the former, but did 
not change much—if at all—during the latter. The different behavior 
of the skill margin during the two depressions can be “rationalized” as 
follows: the 1920-21 depression followed hard upon the first world 
war labor shortage during which skill margins declined and hiring 
standards loosened substantially. The depression of 1920-21 largely 
represented a return to prewar “equilibrium” skill margins and hiring 
standards."® The fact that unions in the skilled trades survived the de- 
pression of 1920-21 far better than those in the unskilled trades con- 
tributed, no doubt, to the greater decline in unskilled rates. However, 
it is submitted that the greater strength of the skilled unions was 
largely the result of employer policy governing hiring standards.” 


“See H. S. Parnes, Research on Labor Mobility, Social Science Research Council Bull. 
No. 65, 1954, pp. 91-93, and the literature cited therein. Further evidence will be found in 
the report of the National Manpower Council, A Policy for Skilled Manpower (New 
York, 1954), Ch. 2, 8 and 9, esp. pp. 76-80, 236-38. Also Harold Goldstein, “The Changing 
Occupational Structure,” Mo. Lab. Rev., Dec. 1947, LXV, 654-59. 


"In the period since the second world war, there has been no major depression, and in- 
creasing demand for workers in skilled and semiskilled jobs has maintained an upward 
pressure on unskilled rates in the United States, causing a further diminution in skill mar- 
gins. T. P. Kanninen, o/. cit., p. 1171, reports that the skill margin of 55 per cent reported 
in 1947 had been reduced to 37 per cent by 1952-53. 

* T.e., employers could not get “adequate” substitutes for skilled workers to operate 
during a strike, but could do so in the case of unskilled strikers. The interested reader may 
consult S. Perlman and P. Taft, History of Labor in the United States, 1896-1932 (New 


| 
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The situation in the 1929-33 depression was different—especially in 
the market for unskilled labor. Unlike the situation a decade earlier, 
waze cutting—particularly for low-wage earners—was widely con- 
demned, and many employers, especially larger ones, were very reluc- 
tant to cut the wages of unskilled workers as much as market forces 
alone might have dictated.** In terms of the analysis of Section I, the 
unskilled wage rate in 1920-21 was well above SM, and subject to 
downward pressure. But the ideology of “welfare capitalism” and the 
general social climate of the 1920’s so raised SM that, by 1929, it had 
more or less caught up with the prevailing wages rates for unskilled 
labor. In many situations, this hampered the operation of market forces 
upon unskilled wage rates; this was especially true fer large and 
wealthy firms that continued to pay dividends and high salaries through- 
out the depression.” 

An upward shift in SM may also be credited with the narrowing of 
the skill margin from 1933-40. (Considering the level of unemployment, 
it is hardly likely that this could be explained as the result of a shortage 
of skilled labor compelling a relative relaxation of hiring requirements. ) 
It would seem reasonable to suppose that New Deal legislation and the 
associated social climate did boost SM relative to the level of skilled 
rates. New Deal measures that might have been expected to have 
this effect were National Recovery Administration code requirements, 
Works Progress Administration wage policies, and after 1939, the Fair 
Labor Standards Act. But more important than any one governmental 
measure or policy was the attitude that underlay all of them, an atti- 
tude of impatience with low wages and the employers who paid them. 

Another but related factor was the direction of union wage policy 
coupled with the growing strength of unions. The unions newly organ- 


York, 1935), Ch. 37, 38; Leo Wolman, Ebb and Flow in Trade Unionism (New York, 
1936), Ch. 3. 


* On this point, see P. W. Bell, “Cyclical Variations and Trends in Occupational Wage 
Differentials in American Industry since 1914,” Rev. Econ. Stat., Nov. 1951, XXXIII, 329- 
37. 


“This argument is a rationalization of the facts presented in Table I. However, I 
consider it quite possible that these “facts” are misleading. That is, the data in Table I 
refer only to firms whose existence was sufficiently permanent to permit them to be included 
in wage surveys. But these firms would tend to be relatively more sensitive than others 
to the social pressures that shore up SM. That is, wage surveys tend to miss the fly-by- 
night enterprises that are most willing to cut prices and wages, and which, during depres- 
sions, tend to grow in rclative importance as sources of employment. Furthermore, where 
social pressures to maintain wages are severe, actual wages may tend to fall below those 
that are reported, because of unpaid overtime (in small firms, especially in textiles and 
clothing manufacture), kickbacks and/or downright falsification of records. It is also very 
likely that unskilled wage rates in agriculture, domestic service and other nonbusiness 
sources of employment fell proportionately more than the unskilled rates reported by busi- 
ness firms. : 
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ized in the 1930’s had a larger proportion of unskilled workers than 
the older ones. This fact, together with the known tendency for new 
unions to obtain greater percentage hourly wage increases than old 
ones, would lead to a reduced (average) margin for skill. 

To summarize: in the only two periods of economic expansion in 
which it could be tested (the two world wars) our theory was com- 
patible with the data for the United States. Similar tendencies have 
also been observed in several European countries.”* Unfortunately, how- 
ever, the behavior of skill margins during major depressions has not 
shown a consistent pattern. This is due, at least in part, to independent 
variations in SM. It is also necessary to invoke SM as an explanatory 
factor to account for the events of the 1930’s in the United States. The 
need to lean on SM indicates weakness in the theory; SM is an exog- 
enous variable—a deus ex machina—which is blamed for some failures 
of the theory. However, this cannot be helped; variations in SM are a 
powerful economic force which must be taken into account. 

As an explanation of secular trends in skill margins our theory does 
somewhat better than in accounting for short-run behavior. As is well 
known, there has been a marked reduction in skill margins, in most 
Western countries, over the past half century or so. This is what our 
theory would predict, if it be granted that laborers are more able to 
acquire new skills the higher the level of their education; for then the 
secular improvement in the education of working class children would 
tend to increase the ease of substituting less- for more-skilled workers.”* 
Furthermore, mechanization and specialization of equipment tends 
greatly to reduce the need for broadly skilled workers, thereby facilitat- 
ing the utilization of partially skilled operatives, whose highly special- 
ized training can be acquired quickly. This tends further to increase 
interskill substitutability.”® 

In other words, the long-run trend toward improved working class 
education has increased the percentage of workers able to satisfy the 
hiring standards for skilled jobs, and this tends to act as a brake upon 
increases in their wage rates. The obverse side of this trend is a reduc- 
tion in the share of the work force that is seeking unskilled jobs; this 
trend has been reinforced by the gradual extinction of child labor 

* See, for example, Walter Galenson, The Danish System of Lebor Relations (Cambridge, 
Mass., 1952), Table 26, p. 179, and Knowles and Robertson, op. cit., p. i11. 


“This point is well argued by A. G. B. Fisher, “Education and Relative Wage Rates,” 
Internat. Lab. Rev., XXV, June 1932, pp. 742-64. 

* If it is accepted that improved education has increased the ease of substituting less- for 
more-skilled workers, then it may be that the tendency for skill margins to contract in 
association with large short-period increases in aggregate employment has not always oper- 
ated. That is, it may be that in the 19th century the substitution of less- for more-skilled 
workers was so difficu't that short-period booms led to as great (or greater) increases in 
skilled rates as in unskilled. 
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(which was almost entirely unskilled) and by the sharp relative rise in 
demand for semiskilled machine tenders. The result has been to put 
upward pressure upon unskilled rates. (T’e possible role of union 
pressure in this secular process is considered in Section IV.) 


Ill. Interregional and International Applications of the Model 


The model outlined in Section I can also be applied to explain differ- 
ences in the skill margins that exist among different regions of the 
United States and among different countries. These differences result 
from two forces, both affecting the ease of substituting less- for more- 
skilled workers: (1) different minimum educational levels® of the 
labor force in different areas make it easier to substitute less- for more- 
skilled workers in those places where educational levels are relatively 
high; (2) competition of skiiled labor has much less effect upon the 
wages of the unskilled than competition of semiskilled; i.e., it is not 
nearly so easy to substitute ac unskilled worker for a fully skilled one 
as for a semiskilled machine tender.*’ However, some of the relatively 
more-skilled machine tenders car: perform many of the tasks of a 
skilled job, and some of the “intermediately skilled” operatives can 
handle jobs now held by slightly more-skilled, etc., down to the un- 
skilled. Hence labor market competition between the skilled and the 
unskilled will tend to be more effective where it is indirect; i.e., where 
it operates via several links of semiskilled workers.** Therefore, where 
manufacturing industries, which provide most of the semiskilled jobs, 
are relatively unimportant sources of employment, labor market com- 
petition between skilled and unskilled workers tends to be relatively 
weak. 

In general, the greater the ease of substitution between skilled and 
unskilled workers, the smaller will be the skill margin. However, when 
the elasticity of substitution is low, circumstances arising in either of 


** As unskilled workers are the least educated part of the labor force, it is their educational 
level that is important. The higher this is, up to some point, the better able they are to 
adjust to more complicated jobs. Education, as used here, refers not only to formal school- 
ing, but alse to the whole complex of informal instruction from parents, relatives, etc. 
However, years of schooling completed is probably a fair index of educational attainment 
in this broader sense. 

*In this connection, the relation of substitution is more asymmetrical than in, say, the 
theory of consumer choice. That is, relative increases in the wage rates of less-skilled 
workers will not lead to a substitution of more- for less-skilled workers (assuming the 
wage rates of the latter continue higher than those of the former). But the reverse of this 
may very well happen if the wages of the more-skilled rise relative to those of the less- 
skilled. 

* The presence of a large number of semiskilled workers in a community tends, after a 
period, to diffuse more widely the requisite knowledge and the habits of mind helpful to 
performance of such jobs. Of course, the presence of a large number of fully skilled work- 
ers will accomplish the same, or better, results. 
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the separate markets for skilled and unskilled workers may have an 
important effect upon skill margins. All sorts of such circumstances 
may arise (and have arisen), but one particular type—trelevant to 
interarea differences in unskilled wage rates—is of such significance 
as to warrant special mention. This circumstance is a change in the 
capital-labor ratio (i.c., the ratio of capital stock to labor force plus 
labor reserve) in a given area. 

Abstracting from the effects of short-period fluctuations in effective 
demand, the primary determinant of the level of the unskilled wage 
rate in a given area is the capital-labor ratio. The higher this ratio, 
the higher will be the employment of unskilled—or low-skilled— 
workers at a given wage rate.*” Consequently, the higher the capital- 
labor ratio, the less the unemployment at any given SM and the lower 
the cost to the community of maintaining that level of SM. This, in 
turn, suggests (but does not prove)* that the higher the capital-labor 
ratio, the higher the wage rate of unskilled workers.” 

Because of the positive association of both a high proportion of 
manufacturing employment and a high (minimal) level of education® 
with the level of per capita income, there is a tendency for wide skill 
margins to be associated with low levels of economic development, and 
vice versa. This tendency is reinforced by the tendency of more devel- 
oped countries to remove inferior workers, especially children, the aged 
and the infirm, from the labor market. As these workers are largely 
unskilled, removing them from the market tends to increase the ease of 
substitution between skilled and unskilled workers. 

If this theory is correct, then one would expect that, within the 
United States, the South—where semiskilled manufacturing jobs are 
relatively infrequent, minimum educational standards are low, and 

* This is a conventional and familiar proposition in economic theory; i.e., the larger the 


quantity of one tactor the greater the marginal product of the cooperant factor (in a two- 
factor situation). 

* It does not, and could not, constitute proof because different communities have differ- 
ent SM’s. By and large, one community’s SM will »~ higher or lower than another’s if 
its per capita output (highly correlated with the capital-labor ratio) is higher; but there 
are exceptions to this statement. 

" Interarea differences in the level of unskilled wage rates are associated with differences 
in industrial structure. Where unskilled rates are relatively low, all sorts of low-wage 
industries tend to flourish, absorbing a large part of the labor force; e.g., low (unskilled) 
wage areas tend to offer much employment in textiles, agricultural processing, personal 
service (domestic and otherwise), etc. Conversely, where the ratio is high, these industries 
tend to be unimportant users of manpower. In other words, interarea differences in un- 
skilled wage rates are, to a considerable extent, associated with differences in the industrial 
composition of the labor force. (This point is similar to that of Simon Rottenberg, “Note 
on Economic Progress and Occupational Distribution,” Rev. Econ. Stat., May 1953, XXXV, 
168-70.) 


” This association obviously holds only up to a certain level of education and proportion 
of employment in manufacturing. 
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racial prejudice ac‘; as a barrier to substitution of unskilled negroes 
for skilled whites**—would be an area where the skill margin would be 
relatively high. In the Far West where minimum educational standards 
are relatively high, where negroes and foreign immigrants are relatively 
infrequent, and where females and children are an unusually small 
part of the work force, one would expect to find a relatively high degree 
of substitutability between skilled and unskilled labor and, conse- 
quently, a narrow skill margin.** And, as is generally known, the skill 
margin is higher in the South and lower in the Far West than in any 
of the other parts of the United States.*° 

Now let us consider intercountry differences in skill margins. In 
principle, it should be possible to explain these differences in the same 
manner as in the case of regional differences in the United States. That 
is, countries with relatively high skill margins should be “backward 
areas” and those with low margins should tend to be more “advanced” 
countries. This contention is similar to Colin Clark’s and would seem 
on the whole to be supported by the data he offers.** However, there 
are certain facts which, superficially at least, are incompatible with 
this theory; the most notable of these is the fact that, even when the 
South is excluded, the margin for skill in the United States is sub- 
stantially higher than in almost any country in Western Europe or 
Australia.** 

The reason for this apparent conflict between theory and fact is 
that although the United States possesses the highest per capita income 
in the world, it has not had, at least until recently, as high minimum 
educational standards as most Western countries. This is the obverse 
side of the fact that until the mid-1920’s we accepted large numbers of 
uneducated immigrants (from southern and eastern Europe) and that 
we permitted our rural population—especially in the South—to fall 
weil below the standards effective elsewhere in the country. These 
undereducated workers provided much of our unskilled labor prior to 


See Donald Dewey, “Negro Employment in Southern Industry,” Jour. Pol. Econ., 
Aug. 1952, LX, 279-99. 

“In the Far West, there is not an unusually high percentage of semiskilled employment. 
However, the other factors mentioned make for a high degree of substitutability between 
skilled and unskilled tabor despite this fact. 

“W. S. Woytinsky and associates, op. cit., p. 470, and Appendix, Table 115, p. 760; 
Colin Clark, The Conditions of Economic Progress, 2nd ed. (New York, 1951), pp. 461-66. 

* Clark, op. cit., pp. 458 et seq., especially the table, p. 460. 

* The case of Italy may also be one difficult to reconcile with our theory, which would 
imply that in Italy—at least in the southern part—skill differentials should be relatively 
high. J. T. Dunlop and M. Rothbaum, “International Comparisons of Wage Structures,” 
Internat. Lab. Rev., Apr. 1955, LXX, 356-57, indicate that skill differentials in Italy are, 
and have been, less than in the United States and of the same order of magnitude (in 
1952-53) as in France; but it is not clear whether these figures include southern Italy. 
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the second world war, which resulted in a low elasticity of substitution 
between the skilled and unskilled parts of our labor force. Develop- 
ments since 1941 have greatly increased the substitutability of un- 
skilled for skilled labor,** and skill margins have descended toward the 
levels prevailing in Western Europe, although they remain somewhat 
higher. 

IV. Alternative Hypotheses 


The theory of the skill margin that we have offered would appear 
quite dissimilar to that presented or implied in many other discussions. 
We have stressed economic factors, and have not assigned any role to 
union or government policies (in determining skill differentials) except 
via changes in SM. Obviously, it is possible that either union or govern- 
ment policy—or employer beneficence—cowld affect the skill margin, 
and in some cases it probably has. The pertinent question, however, 
concerns the importance of these cases. 

We do not consider it likely that union or government policy has 
greatly affected either the long-run movement in the skill margin or 
the sharp decline since 1940. (There are some exceptions that will be 
noted.) This assertion flies in the face of much expert opinion, and the 
fact that a decline in skill margins has been often proclaimed as an 
objective of unions and/or governments—or has been implied by other 
policies they have attempted to follow. 

If, however, union or government policy has been a cause of reduced 
skill margins, then it must have kept skilled rates below, or unskilled 
rates above, what otherwise would have been the case; i.e., what 
market conditions would have established. As there were shortages of 
both skilled and unskilled labor in practically all countries during the 
second world war, it is entirely possible that the policies of the wage- 
fixing agencies did serve to reduce the skill margin during this period; 
the reverse is also possible.*® Within the United States and a number 
of other countries, it seems unlikely that wartime policies exercised 
much influence toward reducing skill margins, as the relaxation of wage 
controls after the war did not result in any increase above wartime 
levels; in the United States, the margin declined still further. However, 
there are countries (e.g., Denmark and Italy) where there was a widen- 
ing of the skill margin after wartime controls were relaxed, suggesting 
that the controls may have worked toward narrowing the earning ad- 

“These developments include large-scale “on-the-job” training programs during the 
second world war, extensive technical training given by the armed services to draftees, 
reduction of employment discrimination against negroes, etc. It should be noted that the 
increase in substitutability between skilled and unskilled labor is indirect; i.e., both kinds 


of labor have become more interchangeable with semiskilled labor of different grades which 
are, in turn, substitutable for one another. 


* 7e., unskilled rates may have been kept further below market equilibrium than skilled. 
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vantage of the skilled.*’ But, by the same token, the effect of govern- 
ment wage controls and/or union policy in the United States was to 
keep the skill margin from being reduced even more than it was. 

As long as there is substantially full employment of all grades of 
labor it is difficult to test any hypothesis concerning the effect (over 
and above that of market forces) of union and/or government policy 
upon wage differentials. But the fact that the relatively overvalued 
grade of labor (as compared with market equilibrium) has not (ex 
hypothesi) experienced unemployment suggests that it has not been 
much overvalued. And the phenomenon of the “wage glide’”*’ clearly 
indicates that where wage rates are placed below market levels—either 
by government order or union policy—employers tend, in one way or 
another, to circumvent the rules by paying over the prescribed maxima. 
Hence, where union or government ceilings are not circumvented, there 
is reason to suspect that the prescribed maximum rates are not too 
far from market equilibrium. 

Where there is persistent unemployment of the overvalued (or all) 
grades of labor, and the prescribed minimum rates are maintained, 
there is ample opportunity for union or government wage policies to 
alter relative wage rates. For example, it would seem entirely possible 
that, in the 1930’s, the upsurge of industrial unionism in the United 
States tended to force up the wages of the unskilled and semiskilled 
relative to those of the skilled. It seems even more likely that in the 
same period government policy, by raising SM, narrowed skill margins 
(see p. 839). But the presence of large-scale unemployment tends to 
eliminate (for the 1930’s) explanations running in terms of labor 
market competition. This is not the case for the 1940’s and 1950's. 

As this would suggest, we distrust the frequently advanced argument 
that one reason why skill margins have narrowed since 1939 is that 
unions have successfully demanded, or governments have imposed, 
“equal cents per hour” wage increases for all workers. Taken literally, 
this argument is analogous to saying that the incidence of a tax is 
determined by the fiat of the levier, and is vulnerable to the same 

“For the Danish case, see Galenson, op. cit., pp. 178-80. Galenson’s interpretation, how- 
ever, differs from that suggested here. The Italian case is discussed in Dunlop and Roth- 
baum, op. cit., p. 357, especially n. 1. 

“The phenomenon of actual rates climbing above the union scale has occurred in 
Sweden, where it is called the “wage glide”; cf. W. Galenson, Comparative Labor Move- 
ments (New York, 1952), pp. 160, et seg. It has also occurred in Germany (see Clark 
Kerr, “Wage Structures and Trade Unionism,” a paper read at the International Economic 
Association Round Table on Wage Determination, Sept. 4-14, 1954), and in England 
‘(B. C. Roberts, “Trade Union Behavior and Wage Determination,” a paper read at afore- 
mentioned Round Table on Wage Determination). In Denmark, where skilled workers have 
“personal rates’”—determined by individual bargaining—in addition to a union scale mini- 


mum, the same remarks would apply. Galenson, The Danish System of Labor Relations, 
op. cit., pp. 146-50. 
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question, i.e., “What if the buyer refuses to pay?” The fact that skilled 
wage rates have not risen more than they have since 1945 strongly sug- 
gests that employers did not choose to bid them up in the process of 
competing for skilled labor. 

For the long-run trend, we would contend that unions have been 
successful in narrowing skill margins because employers have found 
it convenient to yield to union demands on this issue in exchange for 
concessions on other matters. For, after yielding to the union, the 
employer has still had many degrees of freedom regarding skill differ- 
entials, when he has needed them; i.e., he could pay over the union 
scale, create »1ew jobs or job titles, etc.** In short, the economic develop- 
ments discussed above have encouraged employers to do what unions 
wanted—or often said they wanted‘*—on the matter of skill margins. 
And had it been otherwise, employers would have frustrated union 
policy by setting in motion a secular wage glide for skilled rates.“ 


V. Implications for Annual Labor Income 


In the preceding sections we have developed a theory of hourly wage 
differentials. This theory obviously has a number of implications for 
the theory of annual labor income differentials. However, we can dis- 
cuss only two of these implications here; these are rather simple and 
closely related to the main theme of this article. 

The first of these implications refers to the cyclical pattern of labor- 
income skill differentials. It will be recalled that we were reluctant to 
assert the existence of a cyclical pattern in the (hourly) margin for 
skill (see pp. 841-42). At best, such a pattern would be expected only in 
the most pronounced fluctuations and, even there, the evidence is ques- 


“ For an illustration of how employers can use these “degrees of freedom” see Clark Kerr 
and L. H. Fisher, “Effect of Environment and Administration on Job Evaluation,” Harvard 
Bus. Rev., May 1950, X XVIII, 77-96. 

” Kerr, “Wage Structures and Trade Unionism,” op. cit., argues that unions tend to 
increase, rather than reduce the skill margin. This proposition is as plausible, a priori, as 
the more widely accepted opposite view. It would seem likely that the direction unionism 
gives to skill margins varies from one case to another. But whatever the “true” effect of 
unionism per se, the pressure of other forces is likely to continue to narrow skill margins. 
Consequently, the independent effect of unionism, when it is working to narrow skill 
margins, will be obscured. But, contrariwise, when it operates to widen skill margins the 
effect of unionism is likely to be clearly visible. Thus I suspect that Kerr’s hypothesis will 
appear to be supported by the “evidence,” whatever the true state of affairs. 

“One contrary possibility may be mentioned. If union pressure to raise unskilled rates 
should be sufficiently strong and, if attempts to substitute capital for labor (i.e., to mechan- 
ize) should lead to reductions in the demand for skilled labor, it is possible that union 
attempts to narrow skill margins might lead to a reduction in the demand for skilled labor, 
and thereby generate market pressure to reduce the skill margin. This assumes the operation 
of a mechanism analogous to Giffen’s paradox. Whether this possibility is more than 
imaginary is impossible to say. 
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tionable—vide 1929-32. However, the case for a cyclical pattern in the 
skill differentials in annual earnings is better, although the evidence is 
scanty. Common observation, statistical evidence, and the implications 
of our model all agree that unskilled workers should be more subject to 
cyclical unemployment than skilled.** As the hourly earnings of the 
unskilled are lower than those of the skilled, it follows that the annual 
wage incomes of the “low” (hourly) wage earners should decline more 
in a depression than those of the “high” wage earners; i.e., annual wage 
incomes should become more unevenly distributed. 

The available evidence supports this inference: Mendershausen“ 
found that, during the Great Depression, the degree of (annual) in- 
come inequality (as measured by the coefficient of concentration) in- 
creased appreciably (from 1929 to 1933) among the urban recipients 
of “lower” incomes. As the incomes of these urban families (the lower 
50-70 per cent of all recipient units) consist mostly of wages, the 
behavior of their distribution is a fairly clear reflection of the changing 
distribution of annual wage income—and it is so interpreted by Men- 
dershausen. That is, Mendershausen interpreted this finding as tanta- 
mount to an indication that increased unemployment had caused an 
increase in the inequality of the distribution of annual wage receipts 
among wage earners.*’ This interpretation is supported by the further 
finding that, among American cities, the increase in the coefficient of 
concentration of annual income, among lower-income recipients (from 
1929 to 1933), was positively associated with the increase in the per- 
centage of unemployed workers during the same period. 

If the inference is correct, the reverse of the depression behavior 
should have occurred during major (e¢.g., wartime) booms. And the 
findings, both of Kuznets and Goldsmith et al., indicate that the infer- 
ence is compatible with the events of the second world war; i.e., they 


“Te. if real GNP declines between t and #,, the increase (between ft and ¢;) in the 
percentage of unskilled workers unemployed will be greater than the percentage of the 
skilled. The relevant facts from the U.S. 1940 Census are summarized by Horst Menders- 
hausen, “Changes in Income Distribution during the Great Depression,” Studies in Income 
and Wealth, Vol. VII, Nat. Bur. Econ. Research (New York, 1946), pp. 69-70. 

This inference is in accord with “the spirit” of our model because employers often, 
during a slack period, substitute skilled men for nonskilled (on nonskilled jobs) and dis- 
charge the nonskilled workers. That is, the employer raises hiring standards for nonskilled 
jobs. The employer gains—especially if he can pay the skilled worker the nonskilled rate— 
by having a pool of skilled labor to draw upon during future expansion. Similar considera- 
tions apply in hiring new nonskilled workers; thus skilled workers, ceteris paribus, can get 
rehired more easily than nonskilled. 

“ Op. cit., pp. 61-68, esp. Table 22. 

* Op. cit., pp. 79-80. It is worth noting that among all income recipients, the coefficient 
of concentration diminished during 1929-33—the reverse of what happened among the lower 
income groups. 
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found that, during 1939-44, the share of annual wage receipts accruing 
to the upper 5 per cent of recipient units declined.“ 

The second implication refers to the distributional behavior of wage 
income in the face of an increase in the work force which considerably 
exceeds the contemporaneous increase in aggregate labor demand. The 
effect that such an occurrence will have upon relative wage rates and 
the distribution of wage income depends, ceteris paribus, upon the dis- 
tribution of the increased labor force between skilled and unskilled 
grades. It is possible, a priori, for such an increase in the labor force 
to be confined to skilled workers, to unskilled, or to any combination 
of the two. However, in practice, much interest attaches to the case 
where the increase occurs largely among unskilled workers; this was 
true of English economic development during the early 19th century 
(circa 1790-1830). 

In cases such as this, our model would imply that the increased 
supply of unskilled labor should drive down the annual incomes of the 
unskilled, relative to those of the skilled, either by widening the per- 
hour margin for skill, or creating unemployment among the unskilled 
to a much greater degree than among the skilled. There is substantial 
authority for the view that this is precisely what happened in England 
during the first part of the 19th century. Thus, although his evidence 
is admittedly inconclusive, Ashton concludes that: 


There were, however, masses of unskilled or poorly skilled workers—sea- 
sonally employed agricultural workers and hand-loom weavers in particu- 
lar—whose incomes were almost wholly absorbed in paying for the bare 
necessities of life, the prices of which, as we have seen, remained high. 
My guess would be that the number of those who were able to share in the 
benefits of economic progress was larger than the number of those who 
were shut out from these benefits and that it was steadily growing. But 
the existence of two groups within the working class needs to be recog- 
nized.*° 


This conclusion will, no doubt, suggest further speculations about 
the effect of economic development upon the distribution of wage in- 
come and the margin for skill. Hc-vever, this is too large a subject to be 
explored here. 


“5S. S. Kuznets, Shares of Upper Income Groups in Income and Savings, N.B.E.R. (New 
York, 1953), Ch. 2; S. Goldsmith, G. Jaszi, M. Kaitz and M. Liebenberg, “Size Distribution 
of Income since the Mid-Thirties,” Rev. Econ. Stat., Feb. 1954, XXXVI, 16-17, 

“ T.S. Ashton, “The Standard of Life of the Workers in England, 1790-1830,” pp. 127-59 
in Capitalism and the Historians, F. A. Hayek, ed. (London, 1954), p. 159; this article 
was reprinted from the Jour. Econ. Hist., Suppl. TX, 1949, Also see Ashton’s further re- 
marks (to the same effect) in “The Treatment of Capitalism by Historians,” in the same 
volume, p. 41. 


WAGE GUARANTEES OF ROAD SERVICE EMPLOYEES 
OF AMERICAN RAILROADS 


By Morris A. Horowitz* 


The earnings of road service employees on the American railroads 
are a resultant of a unique system of wage payments plus a unique com- 
plexity of “extras.” These employees, who are responsible for the move- 
ment of trains over the right of way, are paid under what is generally 
referred to as the dual system of payment, a basis of pay combining 
the miles run and the hours of service.’ The earnings under the dual 
system of payment are supplemented to a significant extent by a com- 
plex set of working rules commonly known as constructive allowances. 
These constructive allowances are payments for special or extra work 
or for waiting time outside the scope of the time or duties for which 
compensation is provided by the regular mileage or hourly basis.’ In 
addition, some groups of road. service employees are granted various 
guarantees, which generally supplement the earnings of the dual system 
of payment plus the constructive allowances. It is with these guarantees 
that this study is concerned, and the author proposes to examine the 
claim that the wage system of road service employees leads to substan- 
tial payments for work not performed. 


I. The Guarantee of the Basic Daily Rate 


The guarantee of a full day’s pay for service, however slight or ab- 
breviated, if once begun, is a rule which was finally inserted in collec- 
tive bargaining agreements after a long struggle between the railroads 
and the labor organizations. Between 1907 and 1914 the guarantee be- 
came almost universally established in the railroad industry through 
the insertion of the phrase “or less” in the standard rule “100 miles or 
_ less, 10 hours or /ess constitute a day’s work.” 

The only change in this daily rate guarantee rule since its general 
* The author, who is a research associate in labor economics at Harvard University, 


wishes to express his thanks to Professor Sumner H. Slichter for his helpful comments on 
an earlier draft. 

*For a detailed analysis of this basis of pay see this author’s article, “The Railroad’s 
Dual System of Payments: A Make-Work Rule?,” Indus. and Lab. Rel. Rev., Jan. 1955, 
VIII, 177. 

* For a detailed analysis of four major constructive allowances, see this author’s article, 
“The Make-Work Effects of the Railroad’s Constructive Allowance Payments,” Lab. Law 
Jour., May 1955, VI, 321. 
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adoption has been the change in the number of hours considered as a 
basic day. At present the basic day in passenger service is “100 miles 
or less, 5 hours or less” for engineer and fireman and “150 miles or 
less, 7/2 hours or less” for conductor and brakeman, and in freight 
service it is ‘100 miles or less, 8 hours or less.” 

The costs of this guarantee as a percentage of total payroll of road 
service employees are unquestionably small. However, it. absolute terms 
the rule probably costs the railroad industry a large amount of money 
for time when employees are relieved from duty before completing the 
work of a “basic day.” There are numerous runs of less than 100 miles 
that are frequently completed in less than 8 hours for which the em- 
ployees receive a basic day’s pay as a result of the guarantee in ques- 
tion. The following list is a sampling of such runs, and may give some 
indication of what is involved.* 


1. 18 miles, Boston and Waltham and return, on Boston and Maine. 
2. 92 miles, Springfield, Ill., and Beardstown and return, on Baltimore and 
Ohio. 

3. 44 miles, Cedar Hill, Conn. and Clinton, Conn. and return, on New 
Haven. 

. 68 miles, Botsford, Mich. and Jackson, Mich., on New York Central. 

. 69 miles, Dubuque, Iowa and Freeport, Ill., on Illinois Central. 

. 91 miles, Hornell, N.Y. and Salamanca, N.Y., on Erie. 

. 86 miles, Rutherford, Pa. and Catasaugua, Pa., on Reading. 

. 62 miles, Coxton, Pa. and Lehighton, Pa., on Lehigh Valley. 


+S 


In certain situations the requirement of pay for time not worked is 
a make-work rule, analogous to a rule requiring that unnecessary work 
be done or that work be done more than once. The situation is different, 
however, when the hours paid for but not worked result from a rule 
guaranteeing a full day’s pay for an employee who reports and begins 
to work, and then is sent home by the employer prior to the end of the 
work-day because of lack of work. In such a case the employee is wil- 
ling and able to perform work during the whole day, but because of 
circumstances beyond his control he is laid off before he has had an op- 
portunity to put in a full day’s work. It is a fairly common practice in 
American industry to guarantee an employee pay for a certain number 
of hours when the employee reports to work but finds less than a full 
day’s work available. This is rarely if ever criticized as featherbedding 
or as a make-work practice, because of the equity considerations in- 
volved. 

Because of the peculiarities in the operation of railroads unforeseen 


* Engineers’ 30% Wage Case, 1954, Carriers Exhibit No. 38, “Train Studies,” pp. 25, 
40, 52, 63, 64, 67, 69, and 70. In all, 70 runs were listed and they were titled as “typical 
passenger and freight runs.” It should be noted that, of the sample 8 runs listed above, 5 
were in local freight service, where the runs may sometimes take more than 8 hours. 
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circumstances may result in regular full-time employees working more 
or less than a full day. Ii, because of operational difficulties, employees 
work fewer hours than a full day they would receive a full day’s pay 
under the rule; but the railroad need not hire additional employees to 
fill out the day since there is not even sufficient work for the regular 
workers. Under such conditions the guarantee of a full day’s pay be- 
comes an additional cost to the railroad but it cannot be considered a 
make-work rule. 

A much more common situation is that of a crew which has a regu- 
larly scheduled run of, say, 80 miles, that is completed in, say, 6 hours. 
Such crews regularly work short days, that is less than 100 miles or 8 
hovrs, and they regularly receive a full day’s pay under the rule. Thus, 
the unforeseen nature of the circumstances which characterizes the situ- 
ation when such a rule operates in other industries is generally not a 
factor when the rule operates in the railroad industry. On railroads an 
employee may be regularly scheduled on a short run. which consumes 
fewer hours than specified in the “basic day,” yet he receives the full 
day’s pay. 

The obvious solution to this problem would appear to be that th 
railroads should lengthen all runs to at least 100 miles in length. 
Normally, the length of a run is determined by the length of an operat- 
ing division of the railroad. Divisional points were established many 
years ago when 100 miles or so meant a full day’s work, but in many 
areas, because of various factors, divisions were less than 100 miles in 
length. When agreements relating to seniority were first written, seni- 
ority districts were generally coextensive with operating divisions al- 
though from time to time changes were made in the limits of divisions. 
Some carriers have operated interdivisional and interseniority districts 
runs for many years, and under the rules the employees of the seniority 
districts involved generally share in the operation of such runs either on 
a mileage percentage basis or by some other arrangement. Thus, it 
would appear that all the railroads need do to increase the length of 
short runs is to establish interdivisional runs. 

Many railroads have attempted to create interdivisional runs, since 
such longer runs appeared to be a natural consequence of the techno- 
logical improvements of the past few decades. However, labor agree- 
ments on the railroads have been interpreted as prohibiting the opera- 
tion of such runs except where agreed to in the past or inaugurated 
before the rules’ restrictions existed. Many awards of the First Division 
of the Railroad Adjustment Board have held that a railroad must obtain 
the consent of the employees involved if it wished to operate inter- 
divisional runs;* thus the employees have had a veto power over the 


‘Operating Employees Case before U.S. Emergency Board, 1948, Carriers’ Exhibit 23, 
pp. 11-17. 
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establishment of such runs. The carriers made a number of unsuccess- 
ful attempts to have the agreements amended so as to grant manage- 
ment the right to establish interdivisional runs. In 1950 an emergency 
board recommended the removal of restrictions on such runs on the 
basis that seniority rights could be protected by an equitable distribu- 
tion of the work.° 

For reasons unrelated to this issue the recommendations were re- 
jected by the unions. The May 1952 agreements between the unions 
and the carriers finally incorporated a procedure which aims at a solu- 
tion to the problem of establishing interdivisional runs. The procedure 
provides for a series of steps to be taken, starting with direct negotia- 
tions, then mediation by the National Mediation Board and then con- 
sideration by a National Committee consisting of the chiefs of the 
employee organizations involved and an equal number of carrier repre- 
sentatives. If a solution is not reached through one of these steps, a 
neutral chairman is to be selected who will make recommendations 
which will not be compulsory or binding.° 

As yet no interdivisional runs have been established under this 
procedure,’ although the provision is too new for its future effective- 
ness to be evaluated. One may note, however, that the provision does no 
more than provide for a procedure based completely upon good faith, 
and either party can easily nullify its potential effectiveness in estab- 
lishing interdivisional runs. 

The guarantee of the basic daily rate, considered by itself, is not a 
make-work rule, that is, a rule which compels the employment of an 
unnecessary number of men. What it accomplishes is the granting of 
extra compensation to those employees who work short work-days. To 
the railroads it unquestionably means increased costs per mile run. 
However, as long as the railroads are kept from lengthening short runs, 
one readily sees some make-work effects in the guarantee of a full day’s 
pay. By combining two short runs into a single interdivisional run a 
railroad would need only one crew where it previously used two. Since 
the railroad is prevented from combining the runs, these rules jointly 
compel the employment of unnecessary men. Hence, the rule guarantec 
ing a full day’s pay, in conjunction with those rules which prevent the 
establishment of interdivisional runs, not only results in pay for time 
not worked but also contains make-work effects. 


* Emergency Board Report (NMB Case No. A-3290) Report No. 81 (Chicago, June 15, 
1950). 

* May 23, 1952 Agreement between the Brotherhood of Locomotive Firemen and Engine- 
men and by the Carriers represented by the Eastern, Western and Southeastern Carriers’ 
Conference Committee, Article 4, p. 11. 


* Personal letter from Bureau of Information of the Eastern Railways, dated May 2, 1955. 
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Il. The Guarantee of a Daily Earnings Minimum 


In addition to the universal guarantee of a basic day’s pay for all 
road service employees, most railroad labor agreements provide for a 
daily earnings minimum for those employees serving on passenger 
trains. Thus, when a passenger service employee’s daily earnings from 
all sources (i.¢c., from mileage, overtime and constructive allowances) 
are less than a stated minimum, he nevertheless receives the stated earn- 
ings minimum. 

The daily earnings guarantee, as originally established in 1924, was 
30 cents higher than the basic daily rates for conductors and trainmen, 
and a proportional guarantee was established for engineers and firemen, 
since the latter classifications do not have a single basic daily rate but a 
series of rates varying with the power of the engine. With each increase 
in the basic daily rates the daily earnings guarantee has been increased 
by the identical amount in cents per hour, thereby retaining the identi- 
cal relationship between the basic daily rate and the daily earnings 
minimum. 

The basic daily rate, after the settlement in 1924, was $6.70 for 
passenger conductor and the daily earnings guarantee was $7.00 per 
day. The daily earnings guarantee came into effect only if the monthly 
earnings divided by the number of days worked yielded less than the 
$7.00 daily earnings guarantee. Thus, if a passenger conductor on a 
26-day assignment made no overtime and performed no extra service, 
his computed monthly earnings would be $174.20 while his actual 
monthly take-home would be $201.00, on the basis of his monthly guar- 
antee. His actual take-home of $201.00 divided by 26 equals $7.73 per 
day, which is higher than the $7.00 daily earnings guarantee. However, 
if a passenger conductor on a 30-day assignment made no overtime and 
performed no extra service his computed monthly earnings and his 
monthly guarantee would be identical, i.e., $201.00. This divided by 30 
days equals $6.70 per day, which is less than the $7.00 daily earnings 
guarantee. The daily earnings guarantee would come into play and he 
would receive $7.00 for each of the 30 days worked, or $210.00 for the 
month.° 

The daily earnings minimum rule originally operated so that passen- 
ger service employees were guaranteed, as a minimum, monthly earn- 
ings equal to the daily earnings minimum times the number of days 


* Actual monthly earnings or the guaranteed monthly earnings, whichever is larger. 
Guarantee of monthly earnings is discussed below. 

*°From Memorandum of Agreement bétween the Conductors and Trainmen, on the one 
hand and the Western Carriers on the other, dated April 8, 1924. This is found in Con- 
ductors’ and Trainmen’s 40 Hour Week and Rules Case, Carriers’ Exhibit D (1950), pp. 
83-84. 
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actually worked. Thus, only when actual monthly earnings or the 
guaranteed monthly earnings (whichever was larger) divided by the 
number of days worked in the month yielded daily earnings less than 
the daily earnings guarantee, did the rule come into effect. That is, if 
the guarantee were not earned in one day, it could be made up in other 
days during the calendar month. More recently, however, the daily 
earnings guarantee has been interpreted more loosely. Now the rule may 
be brought into play not only in terms of average daily earnings over 
a month but also over a shorter period; in addition, the guarantee may 
apply on any day actually worked. The following sample clause and 
examples may be considered typical: 


In all passenger service earnings accruing under mileage, overtime, back- 
out, and other regulations for each calendar day service is performed shall 
not be less than the “daily earnings minimum,” . . . The following ex- 
amples govern in the application of the “daily earnings minimum”: 


Example 1: Engineer has assignment making round trip on alternative 
days (including or excluding Sundays) and is paid the equivalent of a 
day in each direction. Not less than the “daily earnings minimum” shall 
be paid for each leg of each round trip. 


Example 2: Engineer on assignment covering the equivalent of one and 
one-half days per day or trip, works two successive days and his assign- 
ment requires that he be off the third day, thus making an average of a 
day for each of the three days. If the earnings made in the two days 
worked are less than an average of the “daily earning minimum” for each 
of the three days, the average of the “daily earnings minimum”’ for the 
three days will be paid... . 


Example 4: Engineer on daily assignment rotates on three different runs, 
first two days making in excess of the “daily earnings minimum” each 
day, but on the third day earning less than the “daily earnings mini- 
mum.” The “daily earnings minimum” applies for the third day.*° 


The application of the daily earnings guarantee to the passenger 
conductor and trainman is rather simple inasmuch as each of these two 
classifications has a single basic daily rate, and the daily earnings 
minimum is in terms of a specific amount of money in excess of the 
basic daily rate. For the engineer and fireman, however, there is no 
single basic daily rate, but a series of daily rates, based upon the 
weight on drivers of the engine, i.c., the power of the engine. In 1948, 
for example, the daily rate for the engineer in passenger service ranged 
from $12.06 on engines with less than 100,000 Ibs. weight on drivers to 
$13.77 on engines of 1,000,000 Ibs. weight on drivers. At that time the 


* Agreement between the Pennsylvania Railroad and the Brotherhood of Locomotive 
Engineers, effective March 1, 1941. Part 1—Regulations, pp. 13-14. 
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guaranteed daily earnings minimum was $12.97, which meant that the 
basic daily rates of engineers working on locomotives of 550,000 or 
more pounds weight on drivers already exceeded the daily earnings’ 
guarantee. In more recent years the trend has been to use heavier and 
heavier locomotives, with the result that the rule has no effect on a 
larger and larger number of engineers and firemen. 

The operation of such a rule undoubtedly results in higher costs to 
the railroads. The extent of the higher costs is not ascertainable, al- 
though some factors appear to indicate that the costs of the operation 
of this rule are relatively minor. The Federal Coordinator of Transpor- 
tation’s study in 1934 found that less than 25 per cent of the amount 
of the discrepancy between time paid for and time actually worked 
can be charged to this rule and the other guarantees. 

Another factor indicating the minor nature of this rule is that a 
larger number of passenger service employees earn through mileage, 
overtime and constructive allowances an amount in excess of the daily 
earnings minimum. In 1952, for example, over 11 per cent’ of the 
total earnings of passenger service employees was derived from over- 
time and constructive allowances, thereby indicating that the rule on 
daily earnings minimum is generally not brought into play. 

If we assume that these factors give an accurate picture of the guar- 
antee, the rule undoubtedly does increase the earnings of a number of 
passenger service employees. For such employees the rule results in 
additional compensation without additional service being rendered. The 
general effect of the rule is to make the basic daily rate meaningless as 
the standard of the level of passenger service employees’ earnings. 
While the basic daily rate remains the base for computing earnings for 
service performed, it is the daily earnings minimum rule which sets the 
minimum level of daily earnings. This appears analogous to the com- 
bined operation of the base rate and the guaranteed minimum of a 
piece-rate plan in an industrial plant, but there is a marked difference. 
In the nonrailroad industry the guaranteed minimum is generally oper- 
ative only on the rare occasions when some uncommon reason prevents 
an employee from earning in excess of the guarantee. On passenger 
service in the railroads, however, an employee may be regularly as- 
signed to a run for which the earnings are less than the guaranteed 
minimum; he is nevertheless regularly assured of the guaranteed mini- 
mum, which is higher than the basic daily rate, even though the rail- 
road cannot find additional work for him. 

One may conclude that while this rule may be of minor consequence 
to the industry’s cost picture, it does result in extra compensation to 


*™ Computed from statistics in Interstate Commerce Commission, Wage Statistics of Class 
I Steam Railways in the United States, Statement No. M-300, Calendar Year 1952. 
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some employees on a regular basis for services not performed and not 
to be performed. 


III. The Guarantee of Monthly Earnings 


One also finds in the railroad industry rules established prior to the 
first world war that provide certain employees with a guarantee of 
monthly earnings. Most conductors and brakemen operating on regu- 
larly assigned runs in passenger and local freight service, and those 
assigned to work, wreck and construction trains receive some type of 
monthly guarantee, although employees in passenger service generally 
may be required to make up the quantity of work for which payment is 
guaranteed.” 

The rule guarantees conductors and brakemen in regular passenger 
service monthly earnings equivalent to 30 times the amount of their 
basic daily rates, but the rule explicitly excludes overtime from the 
computation of the earnings under the rule.** In freight train service, 
employees eligible for the monthly guarantee are guaranteed pay for 
not less than 100 miles or 8 hours, exclusive of overtime payments and 
special allowances for each calendar working day, including holidays, 
whether worked or not. Thus, such employees are guaranteed pay for 
not less than 2,600 miles or 208 hours during a 30-day month contain- 
ing four Sundays, regardless of the number of holidays in the month.** 

If this rule did not exclude overtime it would be little different, basic- 
ally, from the rule guaranteeing a daily earnings’ minimum. By exclud- 
ing overtime, however, the monthly guarantee rule becomes even more 
difficult for the railroads to contend with.*® By working an employee 
overtime the railroad gets no closer to meeting the monthly guarantee 
than if the employee did no overtime at all. To examine how this would 
operate let us take, as an example, a conductor who has a regularly 
assigned passenger run, and whose basic daily rate is $12.00. His 
monthly guarantee, let us say, is $360. If his assignment results in his 
working only 25 days a month, and if his run earns for him only the 
basic daily rate of $12.00 his earned monthly salary would be $300. 


* Federal Coordinator of Transportation, A Survey of the Rules Governing Wage Pay- 
ments in Railroad Train and Engine Service (Washington, D.C., March 1936), I, 7. 

"Report to the President by the Emergency Board (Chicago, June 15, 1950) NMB 
Case No. A-3290, pp. 122-23. 

* Ibid., p. 123. 

“In the 1946 Rules Case, the railroads proposed the elimination from the rule of the 
overtime exclusion, The Emergency Board investigating the case recommended adoption of 
this proposal, but it was not acceptable to the labor organizations. (See Report to the 
President by the Emergency Board (Chicago, April 18, 1946] No. 33, p. 23.) A similar 
change was again proposed by the railroads in the 1947 dispute and in the 1950 Conductors’ 
and Trainmen’s Case, and again settlements were reached with no change in the rule. 
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His monthly guarantee would give him $360, or $60 more than actually 
earned during the month. 

Let us take a second conductor under identical circumstances, except 
that his assignment results in his working only 20 days a month, with 
some overtime worth $50. His earned salary would be $290 for the 
month: $240 for the 20 days at straight time and $50 for the overtime. 
Because of the exclusion of overtime from the monthly guarantee, this 
conductor would receive the $360 guarantee plus the $50 of earned 
overtime, or $410 per month, which is $120 more than $290 actually 
earned. 

If this second conductor were compared with the first conductor one 
would immediately see that for less work (20 days plus overtime) the 
second conductor received $410 whereas the first conductor only re- 
ceived $360 for 25 days’ work. And in both cases the conductors re- 
ceived significantly more per month than actually earned on the basis 
of service performed. 

Although monthly guarantee payments are made to employees in 
straightaway as well as in turnaround service, they are most frequently 
received and in larger amounts by employees assigned to short turn- 
around service; however, the total monthly earnings of such employees 
are not necessarily less than those assigned to straightaway service. A 
special study revealed that the 16 principal commutation carriers, which 
carry 97.4 per cent of the commutation passengers in the United States, 
paid 89.9 per cent of their monthly guarantee payments to employees 
in short turnaround service, and such payments amounted to 75 per 
cent of the total monthly guarantee payments made by Class I carriers 
in the United States.** The railroads point out that 75 per cent of all 
monthly guarantee payments duplicate in whole or in part overtime 
payments which cannot be credited against the guarantee."’ 

While no additional workers are needed because of the operation of 
the rule, the monthly guarantee, when effective, means pay for more 
days than actually worked for the employees already working. By being 
available for service the entire month, an employee, though working 
only 20 or 25 days, receives 30 days’ pay. Such a rule appears quite 
analogous to a guaranteed annual wage p! 1, but there are significant 
differences, A guaranteed annual wage assures certain employment for 
a specific number of days or hours during the year, the number gen- 
erally being less than the maximum number of working days or hours. 
The monthly earnings guarantee in the railroad industry assures con- 
ductors and brakemen on regularly assigned runs in passenger and local 


* Report to the President by the Emergency Board (Chicago, June 15, 1950), NMB 
Case No. A-3290, p. 123. 
* Ibid., p. 124. 
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freight service and those assigned to work, wreck and construction 
trains earnings equivalent to a full month’s pay. Under normal condi- 
tions an industrial plant with a guaranteed annual wage will provide 
sufficient work for its employees so that the guarantee is ineffective; 
only under exceptional circumstances is the guarantee brought into 
play. Under the monthly earnings guarantee on the railroads, on the 
other hand, the guarantee is regularly brought into play for those 
employees whose regular monthly tour of duty minus overtime yields 
less than the guarantee; for these employees it would be exceptional 
for the rule to be ineffective. This would be similar to a guaranteed 
annual wage plan which guaranteed workers compensation for 40 hours 
a week for 52 weeks, where the scheduled work-week was only 35 
hours, and hours over 35 were not ofiset against the guarantee. 

One must take into consideration, however, the peculiarities of the 
railroad industry before passing judgment on such a rule. Those em- 
ployees assigned to work, wreck and construction trains have no regu- 
lar schedule of work, but depend upon the erratic and irregular demand 
for such service. While the railroads may not need these employees 
every day, they undoubtedly prefer to have these employees available 
for service at a minute’s notice to meet the contingencies that frequently 
occur. Under such conditions payment of employees for standby service 
appears warranted, and in no way unreasonable. 

Conductors and brakeman on regularly assigned runs in passenger 
and local freight service are not dependent for their work upon the 
erratic nature of railroad traffic. These employees work on specified 
days that are known to them in advance. While the employees may 
sometimes be called upon to perform service on days other than those 
to which they are regularly assigned, such occasions are not too fre- 
quent. To compensate these employees for being on standby service re- 
sults in costs to the carriers for services that are generally not needed 
and rarely used. 


IV. Straight Time Worked vs. Straight Time Paid For 


That these earnings guarantees :sult in compensation to employees 
for work not performed is obvious. It is not possible, however, to de- 
termine the magnitude of the costs of these rules, although the amount 
of such costs is frequently inflated by computations such as are sug- 
gested in the following comment: 


Interstate Commerce Commission wage statistics show the total straight- 
time hours these employees actually work in the different classes of 
service, and the compensation such hours produce, also the straight-time 
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hours for which the schedules require that they be paid and the compensa- 
tion such hours produce. The money difference between these amounts 
represents pay for hours not worked.‘* 


Until 1951 the ICC report on wages and hours’® showed in parallel 
columns, “Straight time actually worked” and “Straight time paid for,” 
in terms of both hours and compensation. The total for the column, 
“Straight time paid for,” was always the larger. In 1950, for example, 
train and engine service employees were shown to have been paid 
$1,023 million for 645 million hours. They were also shown as having 
“actually worked” only 526 million hours, the compensation for which 
was $831 million. Thus, there was a difference of 119 million hours 
between time actually worked and time paid for, involving compensa- 
tion of approximately $192 million. Implied in these statistics is that 
train and engine service employees were paid $192 million for 119 mil- 
lion hours that were not actually worked. Although the ICC has discon- 
tinued, since 1951, the publication of statistics on compensation for 
“straight time actually worked,” there remains the implication that the 
earnings guarantees are the principal cause of the discrepancy. 

Data published by the ICC cannot be broken down to show the 
various factors responsible for the discrepancy. In 1936, however, the 
Federal Coordinator of Transportation made a special study*”’ which 
indicated that the discrepancy was the result of a combination of 
causes. The most significant factor is the practice of counting and re- 
porting as “time paid for” the “hours” which are equivalent to mileage 
made on runs which are longer than the mileage composing a standard 
day’s work. Thus, for example, in freight service where the basic day 
is defined as 100 miles or 8 hours, if an employee completes a run of 
125 miles in 8 hours, his time record will contain entries of 8 hours 
actually worked, but 10 hours paid for. The latter entry is made be- 
cause the rules entitle him to payment for the miles he has run, and at 
the applicable speed basis 125 miles represent 10 hours work. The 
difference between the 8 hours “actually worked” and the 10 hours 
“paid for” does not represent “time not worked.” 


*’ Supplement to Part I and II of the Report Submitted by the Association of Railway 
Executives at the Request of the National Transportation Committee (1932), p. 60, quoted 
in Federal Coordinator of Transportation, o. cit., p. 8. Another example of such an inter- 
pretation of the ICC statistics is found in Garret Garrett, “Peace on the Rails,” Sat. Evening 
Post, September 9, 1939, p. 8, where the author comments, in part: “Thus, the railroads 
paid for 94,515,996 hours that were not worked, and the amount paid for these hours that 
were not worked was $85,866,391.” 


Interstate Commerce Commission, Wage Statistics of Class I Steam Railways in the 
United States, Statement No. M-300. 


* Federal Coordinator of Transportation, op. cit. 
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The second factor which accounts for the difference betweer. 
“straight time actually worked” and “straight time paid for” is the 
various wage guarantees under which compensation is paid for straight 
time hours in which an employee does not produce transportation but 
for which the company nevertheless pays him.” In 1935 this dis- 
crepancy, as reported by the ICC, amounted to 16.2 per cent of total 
compensation paid to employees in train and engine service.” The 
identical computation for a recent year cannot be made because of the 
change in the ICC statistics. A rough calculation of the discrepancy in 
compensation was made for 1952 by using the discrepancy in hours 
which the ICC continues to publish.** This computed discrepancy in 
compensation in 1952 was found to be 16.2 per cent of total compensa- 
tion in 1952, the same percentage as in 1935. 

The Coordinator’s study shows that in 1934, 77 per cent of the total 
discrepancy actually consisted of compensation paid for service ren- 
dered in running mileage at train speeds faster than the applicable 
established speed basis. The wage guarantees accounted for less than 23 
per cent of the discrepancy and constituted 3.4 per cent of the train and 
engine payroll.** The use of 1934 data has questionable application to 
the present situation, but since no changes have been made in any of 
these rules since that time, the 1934 data may be indicative of the rela- 
tive magnitudes involved. 


V. Summary and Conclusions 


Each of the guarantees in the road service of the American railroads 
appears to have a counterpart among the rules found in nonrailroad 
industries. The effects of each railroad guarantee, however, differ signi- 
ficantly from those of the apparent counterpart. Whereas the rules in 
the nonrailroad industry are effective only under unusual or rare cir- 
cumstances, the railroad guarantees are not limited to the unusual but 
are applicable generally to a significant number of employees. 


* Ibid., pp. 9-10. 

* Ibid., p. 13. 

* This calculation was based on the assumption that the ratio between “straight time 
actually worked” and “straight time paid for” in compensation terms was equal to the 
ratio between “straight time actually worked” and “straight time paid for” in hours. These 
ratios were practically equal in 1947 and 1950, the last two years in which the ICC pub- 
lished figures on compensation for “straight time actually worked.” The calculated dis- 
crepancy for 1952 was derived as follows: 

Hours of straight time worked x Compensation of straight _ Calculated compensation 


Hours of straight time paid for time paid for ~~ for straight time worked 
“Compensation of straight “Calculated compensation _ “Calculated discrep- 
time paid for” ~~ for straight time worked” — ancy” 


* Federal Coordinator, op. cit., pp. 18-20. 
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The guarantee of a basic day’s pay results in the granting of extra 
compensation to those employees who work short work-days. Unlike 
the employees in most nonrailroad industries, some railroad employees 
are regularly scheduled for a short work-day because of the nature of 
the industry’s operations, and because of the guarantee, are regularly 
paid in excess of what they earn. Recently a procedure has been estab- 
lished which may finally allow the carriers to combine two short runs 
into an interdivisional run. It is still too early to judge the feasibility of 
this new procedure, but at present the carriers cannot establish inter- 
divisional runs at their discretion. As long as the railroads are prevented 
from lengthening short runs, the guarantee of a basic day’s pay not 
only results in pay for time not worked but also contains make-work 
effects. < 

The guarantee of a daily earnings minimum for passenger service 
employees appears analogous to a guaranteed minimum of a piece-rate 
plan in an industrial plant. When a passenger service employee’s daily 
earnings from all sources are less than the guerantee, he nevertheless 
receives the stated earnings minimum for every day that he performs 
service; a similar guarantee generally applies under a piece-rate plan 
in a nonrailroad industry. The principal difference is that some railroad 
employees are regularly assigned to runs which yield earnings below 
that of the guarantee, and the guarantee is regularly applicable to their 
situation; under a general piece-rate plan no employee is regularly 
limited in his output so that his yield would be less than the guaranteed 
minimum. The guarantee of a daily earnings minimum for passenger 
service employees on the railroads thus results in extra compensation 
to some employees on a regular basis for services not performed. 

A guarantee of monthly earnings is applicable to conductors and 
brakemen on regularly assigned runs in passenger and local freight 
service and to those assigned to work, wreck and construction trains. 
Unlike employees covered by a guaranteed annual wage, some of these 
railroad employees have no possibility of earning up to the guarantee, 
because their scheduled runs regularly yield less than the guarantee. 
And in addition the rule prohibits offsetting overtime earnings against 
the guarantee. The railroads are therefore burdened with a fixed cost in 
excess of the costs of the services received. 

Each of these earnings guarantees has a long history. Each had a 
specific purpose when introduced into the myriad of railroad working 
rules. It is difficult at this point in time to attribute to the unions in- 
volved other than the highest motivations in pressing for these guaran- 
tees originally; it is likely that one of the principal purposes was to 
alleviate an allegedly harsh railroad practice. Whatever the original 
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purposes of these guarantees, their current operation results in com- 
pensation for no services rendered and no employer can long afford to 
pay for much work that is not performed. It is likely, however, that the 
extra compensation resulting from these rules is not a significant pro- 
portion of labor costs. Nevertheless, the generally accepted principle of 
compensation for services rendered is violated, and these guarantees 
have aspects which one may justly conclude are make-work. 


| 
| 
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INSTITUTIONS AND ECONOMIC DEVELOPMENT 


By CHARLES JrR.* 


The programming of economic development has been largely based 
on theories and assumptions which place primary stress on technologi- 
cal change and capital formation. Related to these approaches have 
been the practices of surveying existing methods of production in terms 
of yields and productivity, and the existing size and pattern of invest- 
ment through an analysis of national income and expenditure accounts. 
The surveys provide a logical basis for program formulation, i.e., for 
appraising the possibility of raising output by introducing new methods 
of production, and estimating the extent and kinds of new capital for- 
mation required and the increases in domestic savings or foreign capital 
needed to meet these capital requirements. 

While, however, inadequacies of existing technology and investment 
invariably characterize underdeveloped economies, these characteristics 
are perhaps correlative rather than causal. The inadequacy of tech- 
nology and capital formation may be due less to a shortage of informa- 
tion about techniques or of potential savings, than to shortages of the 
“right” kinds of institutions—‘“right” implying those kinds of institu- 
tions which permit or stimulate, rather than impede, the adoption of 
new techniques and the formation of productive capital.’ In other words, 
institutions—as well as capital and technology—are productive; or, 
more accurately, different institutions have differentially productive 
consequences.’ Growth-promoting institutions, without themselves add- 
ing resources to the economy—or at least by a process that is distin- 
guishable from any resources which they directly add—may so restruc- 
ture the environment in which factors of production meet that the rate 
at which combinations occur is accelerated.* 

Hence, besides technological and investment surveys, as bases for 

*The author is an economist with the RANp Corporation, Santa Monica, California. 
This paper is one of the results of a research project carried on jointly by Chandler Morse 
of Cornell University and the author while at the University of California, Berkeley, and 
made possible by a grant from the Ford Foundation. Both approach and content owe much 
to their close collaboration. Morris Singer, now at the University of Connecticut, assisted 
in some of the background research. 

*H. Belshaw, “Economic Development in Asia,” Econ. Internaz., Nov. 1952, V, 848-53. 

* Cf. K. E, Boulding, The Organizational Revolution (New York, 1953), p. 168. 


* The acceleration might involve new types of factor combinations (technological change), 
or an increase in those already known. In the latter case, the impact of growth-promoting 
institutions would result in mobilizing idle resources by overcoming the conditions of 
underemployment equilibrium typically characterizing underdeveloped economies. 
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programming technical assistance and capital projects, there is a need 
for institutional surveys and institutional programming. An organized 
market for monetary capital, for example, may provide potential pro- 
ducers with an opportunity both to maintain liquidity and realize an 
appreciation in their assets, and this may fundamentally alter the pat- 
tern and quantity of investment in the economy. This is the kind of 
catalysis that institutional programming should appraise and introduce 
into underdeveloped countries as a concomitant of direct attempts to 
program investment and technical assistance. If this approach is to be 
systematized, it is necessary to develop a framework for analyzing how 
the social context influences economic behavior. The purpose of this 
paper is to make some preliminary observations and suggestions con- 
cerning such a framework, with reference to problems of development 
programming in the economically underdeveloped areas.‘ 

In the discussion which follows, the term “institution” refers to or- 
ganizations and policies, both governmental and private.’ This limited 
definition is used in order to select those elements in the existing or 
potential social context which can be incorporated in institutional pro- 
grams, accompanying and supplementing investment and technological 
programming.® Such programs are conceived as groups of integrated and 


“Chandler Morse has in preparation a related paper dealing with conditions for economic 
growth which distinguishes among the technical conditions, behavioral patterns, and socio- 
cultural conditions of growth. 

* Cf. B. Malinowski, A Scientific Theory of Culture and Other Essays (Chapel Hill, 1944), 
pp. 52-54. Malinowski’s concept of institution stresses and distinguishes the following com- 
ponents: (1) a charter, comprising the institution’s objectives; (2) personnel, organized in 
terms of defined principles of authority and responsibility; (3) the norms or rules governing 
the conduct of personnel in accord with the charter; and (4) the material apparatus or 
equipment which the institution’s personnel use. While the definition we are using adds the 
notion of policies to the Malinowski concept of organization, it can be assumed that the 
effectiveness of policies, in the developmental context especially, depends on their embodi- 
ment in organizations. For some of the many and widely variant uses of the term institu- 
tion, see, among sociologists, F. Znaniecki, “Social Organizations and Institutions,” in 
Twentieth Century Sociology, Gurvitch and Moore, editors (New York, 1945), p. 172 ff.; 
R. B. Williams, American Society—A Sociological Interpretation (New York, 1951), pp. 28- 
30; S. Winston, Culture and Human Behavior (New York, 1933), pp. 130-132; C. M. 
Panunzio, Major Social Institutions (New York, 1939), pp. 7-27; and among economists, 
see E. M. Burns, “Does Institutionalism Complement or Compete with ‘Orthodox Eco- 
nomics’ ?,” Am. Econ, Rev., Mar. 1931, XXI, 86; J. M. Clark, “Institutional Economics,” 
Am. Econ. Rev.—Suppfpl., Mar. 1932, XXII, 105, and K. E. Boulding, op. cit., pp. 165, 169, 
252. It is not surprising that one writer divided institutional economists into two classes: 
“those who refuse to define institutional economics and those whose definitions disagree,” 
vai Homan, “An Appraisal of Institutional Economics,” Am. Econ. Rev., Mar. 1932, 

, 12. 


“In a more extensive treatment, institutions might be regarded as sets or clusters of 
organizations and policies, related to each other by a dominant common purpose. Those 
organizations and policies which link the saver, the investor and the entrepreneur (e.g., 
securities markets, banks, insurance companies, loan and savings associations, credit coopera- 
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consciously planned institutional innovations designed to stimulate 
those kinds of behavior by management, farmers, labor, consumers, 
savers, investors, and innovators which can be expected to initiate and 
sustain growth. The following discussion does not elaborate these kinds 
of behavior in detail, but assumes they can be identified. 

Institutions may stimulate or impede those kinds of behavior leading 
to economic growth by their effect on (1) the direct calculation of costs 
and benefits; (2) relationships between production and distribution 
(output and income); (3) the order, predictability and probability of 
economic relationships; (4) knowledge of economic opportunities; and 
(5) motivations and values.’ These categories may be briefly elaborated 
and exemplified: 

1. The Direct Calculation of Costs and Benefits. The simplest and 
most direct influence which institutions car. exert on economic behavior 
is through their impact on costs and benefits entering into the calcula- 
tions of entrepreneurs.® 

In their effect on costs and benefits, institutions may directly change 
cost-price relationships to the advantage of particular enterprises. The 
initiation and enforcement of protectionist commercial policies, whicl 
raise domestic prices of imports through the imposition of tariffs or 
foreign exchange taxes, are a case in point. Adoption by the Phillippines 
of a 17 per cent foreign exchange tax in 1950 directly stimulated both 
domestic and foreign investment within the country.® The creation by 
Japan, after the Imperial Restoration, of institutions to subsidize and 


tives, monetary policies, etc.), could be considered to comprise a society’s “capital-mobiliz- 
ing” institution. A classification of institutions, relevant to the problems of initiating and 
sustaining growth, might be useful but it is not attempted in this paper. Consequently, the 
examples cited in the text generally refer to specific organizations and policies rather than 
related clusters. 

* Clearly, the listed categories do not ccnform to traditional disciplinary lines; nor are 
they comparable as concerns their levels of generality or their precision. Nevertheless, they 
are believed to focus on significant, separable, and, at least potentially, measurable channels 
of inflence on economic behavior which are of particular relevance to problems of economic 
growth. 

*In this paper, the term “entrepreneur” is intended to denote those who make or directly 
affect the basic economic decisions concerning investment, employment, the scale and charac- 
ter of output, the adoption of new techniques, etc. This use embraces the various notions 
of “innovating” and “imitative” entrepreneurs which are differentiated in some of the 
literature. Cf. C. H. Danhof’s classification in Change and the Entrepreneur (Cambridge, 
1949), pp. 23-24. Contrary to Schumpeter’s model, it may be that in underdeveloped coun- 
tries there is a greater shortage of “imitators” than “innovators.” Frequently, even the most 
retarded countries seem to have at least a sprinkling of the latter but an acute shortage of 
the former. 

* The foreign exchange tax differed from a uniform ad valorem tariff in its economic effects 
in that the exchange tax applied to capital and invisible outpayments as well as imports. 
This may explain its important political advantage; i.e., the Philippine tax was fairly easy 
to remove after five years. 
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make low-interest loans to new industry also contributed to growth 
through their direct impact on cost-benefit calculations’ 

A particular institutional innovation may simultaneously affect both 
entrepreneurial costs and benefits. The small-industries development 
program in Indonesia, for example, is based on the creation of local 
organizations, called centrales (or induks) whose purpose, aided by an 
initial government subsidy in personnel and equipment, is to service the 
needs of local entrepreneurs in specific, small industries. Services per- 
formed by the centrales involve both purchasing and processing of 
intermediate products for sale to local producers, and marketing 
finished output. The former service reduces entrepreneurial costs; the 
latter increases benefits by assuring a larger and more stable demand. 
While in this case the effects on costs and benefits are mutually re- 
enforcing, it is also possible that particular institutional changes may 
have offsetting effects on costs and benefits. 

Institutions may affect not only the magnitude of costs and benefits, 
but the kinds as well. By converting a share of fixed costs into variable 
costs, for example, institutional innovations may have a definite impact 
on entrepreneurial calculations and decisions. Typically in underde- 
veloped areas, the uncertainty associated with business ventures tends 
to be high.** Because lower fixed costs facilitate adjustment to the un- 
expected, they tend to increase willingness and ability to act under 
uncertainty conditions. Business opportunities which involve reduced 
fixed costs and higher operating costs are therefore likely to be more 
attractive to potential entrepreneurs in underdeveloped areas than 
those which possess the reverse characteristics, even if the present value 
of the anticipated increase in operating costs equals (and sometimes 
even if it exceeds) the reduction in fixed costs. 

In British industrialization the important role usually assigned to 
institutional changes which converted labor from a fixed to a variable 
cost provides a case in point. Thus, economic historians have stressed 
the pressures increasingly exerted on the feudal serf by the manorial 
system in England and by the enclosure movement, as well as the 
attractions represented by the rise of towns, combining to stimulate a 
move to the towns and the creation of a wage labor force.’* When the 
overhead costs of labor in the feudal manor became the “risk of exist- 
ence” borne by the worker, the entrepreneur’s calculations were funda- 
mentally altered. With fixed costs lowered, and labor now a variable 


*G. C. Allen and A. G. Donnithorne, Western Enterprise in Far Eastern Economic 
Development: China and Japan (London, 1954), p. 192. 

4 See infra, p. 874 ff. 

™M. Weber, General Economic History (London, 1927), pp. 128-30, and P. Mantoux, 
The Industrial Revolution in the Eighteenth Century (New York, 1927), p. 156 ff. 


WOLF: ECONOMIC DEVELOPMENT 871 


cost, urban investment grew rapidly. Current social legislation in under- 
developed countries may sometimes have a reverse impact. For exam- 
ple, Indian legislation which involves maintenance-of-employment 
requirements tends to make labor a fixed rather than variable cost with 
a corresponding influence on entrepreneurial calculations. 

Institutional innovations which do not lower fixed costs may have a 
comparable effect on entrepreneurial calculations by making such costs 
easier to bear. Thus, establishment of a publicly supported market for 
equity capital may enable an entrepreneur to share fixed costs by shar- 
ing ownership. With this purpose in view, the government of Indonesia 
has recently helped to organize a stock market in Djakarta, though it 
is still too early to evaluate results. 

Credit institutions may also facilitate the bearing of fixed costs by 
altering the share of initial investment requirements which can be met 
from the entrepreneur’s future income rather than his current resources. 
Generally, in underdeveloped countries few institutions perform the 
normal function of extending long-term credit. Those which appear to 
do so often impose prohibitive collateral requirements and interest 
charges which in practice sharply restrict the access of entrepreneurs 
to loan funds.** Under such circumstances, alternative credit facilities 
and policies may be a pressing, though not readily apparert, require- 
ment for accelerated growth. 

2. Relationships Between Production and Distribution. Western 
technicians working in underdeveloped countries have frequently been 
struck by the apparently “irrational” character of individual responses 
to demonstrated economic opportunities. The marked and rapid impact 
on productivity of artificial fertilizer, row planting, double-cropping 
through irrigation and other innovations in agricultural techniques, may 
be demonstrated without producing any perceptible impetus toward an 
adoption of these improved methods. Assuming the obstacle is not a 
shortage of capital, this inertia is generally attributed to barriers of 
motivation and perception. Yet it is quite possible to hypothesize cir- 
cumstances under which neither a shortage of capital nor motivational 
or perceptual barriers exist, and yet a marked reluctance to adopt 
widespread innovation persists. Indeed, cases of this kind may be con- 
siderably more common and significant in underdeveloped areas than 
those situations in which resistance to growth-producing behavior is 
due to motivational and perceptual obstacles. 


™ Normally this situation might be attributed simply to the risk involved. Frequently in 
underdeveloped countries there may be a considerable divergence between the “objective” 
risk and the lender’s “subjective” calculations of risk. Where the yardstick of precedent is 
absent, subjective risk may tend to be unduly high. Cf. H. G. Aubrey, Industrial Enterprise 
in Underdeveloped Countries (New York, 1953), pp. 14-16. 
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By their effect on the structure of rewards in a society, institutions 
may differentiate between those responsible for adopting and financing 
innovations, and those benefiting therefrom. Under such circumstances, 
a marked inertia to the adoption of improved methods will tend to 
persist despite growth-promoting motivational and perceptual pat- 
terns.** Where institutions operate to reduce the remuneration of a 
factor below its marginal productivity, individual factors with a high 
marginal productivity may remain unemployed, and opportunities 
promising a marked increase in output for new factor combinations 
may be neglected. 

Consider the impact of land tenure institutions on incentives to in- 
novate. One tenure arrangement typical of the Philippines, India, 
Pakistan and other countries in South and Southeast Asia, involves an 
organized relationship between landlord and tenant in which the tenant 
bears all the costs of land improvements, although he must share 
equally with the landlord any resulting increase in output. Before an 
improvement can be considered advantageous to the tenant, it must 
yield a gross return at least twice the improvement’s cost to the tenant 
for the given accounting period. The effect of this situation, together 
with the complicating role played by credit institutions typical of this 
area, can be illustrated by a simple example. 

Assume a tenant is considering a particular capital improvement, 
e.g., digging and equipping a shallow ground-well whose installed cost 
is 100 units. Assume further he can borrow for a period of two years 
at an interest rate of 25 per cent per annum on the unpaid balance (a 
not unusual rate in Southeast Asia), and with amortization of principal 
divided equally between the two years. If the project is to be self- 
liquidating during the period of the loan, it must yield a minimum of 
150 units of increased output in the first year and 125 units in the 
second year, because the tenant must pay half of the increased output 
to the landlord. Quite probably, tenure and credit institutions of this 
type have the effect of deterring a major share of the types of invest- 
ment that, financially and technically, might otherwise be within the 
capacity of the cultivator. 

The joint or extended family system provides another example of 
institutions deterring economic growth by creating discontinuities be- 
tween production and distribution. The joint family, which generally 
characterizes the Asian area, involves a system of shared rights and 
obligations encompassing a large number of near and distant relatives. 


“Cf. J. H. Boeke, Economics and Economic Policy of Dual Societies (Haarlem, 1953), 
pp. 33-35. See also B. H. Higgins, “Economic Development of Underdeveloped Areas: Past 
and Present,” Center for International Studizs, Massachusetts Institute of Technology 
(Cambridge, June 1954), pp. 18-19. 
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One characteristic of these relationships is that the individual family 
member receives the right of support and security from the group in 
return for the obligation to share his wealth to provide support and se- 
curity for other members of the group. Where an individual member 
of the group contemplates a wealth-increasing activity, e.g., through 
investment in a productive asset that will yield future returns, he must 
bear all of the costs associated therewith. Such costs are not a levy on 
the group since they are not essential to the individual’s support or 
security. However, the fruits or returns from his investment ave sub- 
ject to sharing among the other members of the extended family. Be- 
cause of the differentiation between responsible and benefiting economic 
units, what may appear objectively to be strong incentives to invest 
are not subjectively so regarded by the potential entrepreneur. Under 
these circumstances, shortages of capital, as well as motivational and 
perceptual barriers, may be removed without stimulating growth be- 
cause the underlying institutional obstacle persists. 

These examples have stressed the negative or deterrent role of ad- 
verse institutions which create discontinuities between responsible and 
benefiting economic units. Where institutional innovations remove such 
discontinuities they tend to convert objectively existing, into subjec- 
tively recognized, opportunities. Altered land tenure arrangements, 
which exempt from share-cropping the increments in physical produc- 
tivity induced by a tenant’s investment or his adoption of improved 
techniques, may be expected to have such a generative effect even if 
the crop-sharing arrangments applying to the normal or base output are 
not changed. Actually, recent land reform proposals in the Southeast 
Asian countries, e.g., the Philippines, have stressed the adjustment of 
average, rather than marginal, crop-sharing ratios in favor of tenants. 
While this stress has been amply justified on grounds of equity, the 
stimulus to productivity would be greater if adjustment were confined 
to the marginal ratio. Nevertheless, it is likely that any appreciable im- 
provement in crop-sharing ratios—whether average or marginal—will 
have a significant influence on agricultural incentives, investment and 
productivity. 

In western economic development, the channel of influence we have 
been describing was apparently of considerable significance. In some 
cases, a stimulus to growth was provided by a new institution acting to 
bridge the gap between the initiator and the beneficiary. A case in point 
is what Weber termed “the first rational patent law” in England in 
1623. This law increased the incentive to invest by providing that an 
inventor receive a payment covering a fourteen-year period of initial 
use by an entrepreneur, and that subsequent utilization of the inven- 
tion be made “conditional upon payment of an adequate royalty to the 
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original inventor.’”” In other cases, the stimulus was provided by elimi- 
nating the kind of deterrent institutions we have referred to. The re- 
peal of the British Corn Laws in 1846 is a case in point. By keeping 
food prices and wages down, and preventing a further channeling of 
the increasing output of British industry to landlords, repeal of he 
Corn Laws removed an important deterrent to further industrial invest- 
ment in England. In each case the similarity of the causal nexus is 
apparent. 

3. Order, Predictability and Probability. Institutions may influence 
economic behavior by their effect on the amount of order in the eco- 
nomic environment. For our purposes, economic order may be divided 
into two components: (a) the predictability of the possible conse- 
quences of alternative economic actions; and (b) the probability of 
gain or loss associated with these consequences. 

Probability refers to the risk, or odds on gain or loss, associated with 
particular actions on the assumption that their possible consequences 
can be foreseen. Predictability refers to the subjective confidence or 
certainty which the individual feels toward his risk estimates, or, more 
explicitly, the extent to which he feels he can make any reliable esti- 
mates at all.’° Economic order may be said to increase when the conse- 
quences of economic action become more calculable or predictable, i.e., 
when individuals feel more confidence in their ability to appraise the 
consequences of alternative action possibilities; or when probabilities 
are so altered that “growth-promoting” economic actions become more 
frequent or likely. 

The above formulation assumes that “growth-promoting” actions 
can be objectively determined (or agreed upon) in a country’s develop- 
ment planning, and ranked in order of priority or intensity of expected 
impact (e¢.g., increasing investment at home rather than abroad, reduc- 
ing underemployment, raising savings, etc.). Where increased economic 
order alters probabilities, the result will be to increase the likelihood 
that such actions will occur while reducing the likelihood of others. 

Institutions may affect one or both components of economic order. 
Where both are affected, the results may tend to be mutually reinforc- 
ing or offsetting. Institutions which insure against certain kinds of 


” Weber, op. cit., p. 312. 


“For a more detailed treatment of the effect of these factors on economic decision- 
making, see Aubrey, oP. cit., pp. 12-18; F. H. Knight, Risk, Uncertainty and Profit (New 
York, 1921), pp. 216-32; A. G. Hart, Anticipations, Uncertainty and Dynamic Planning 
(Chicago, 1940), p. 52 ff.; Jacob Marschak, “Lack of Confidence,” Soc. Research, Feb. 
1941, VIII, 52-53; and G. L. S. Shackle, Expectation in Economics (Cambridge, 1949), 
esp. pp. 10-19, 115-16. 

The notion of probability, suggested above as a component of economic order, involves 
both the subjective estimation and the actuarial calculation of odds on gain or loss. Cf. 
Knight, op. cit., pp. 223-26. 
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business risks will presumably increase the predictability of the conse- 
quences of specific economic acts. At the same time they may conceiv- 
ably decrease or increase the probability of gain for any individual new 
investor depending, for example, on the character of competition and 
market structure resulting from the altered predictability conditions. 

There is considerable evidence suggesting that changes in the degree 
of order in the economic environment have been among the most im- 
portant historical influences exerted by those institutional innovations 
contributing to growth. Perhaps one of the basic prerequisites for ac- 
celerated growth in Western history lay in the proliferation at the end 
of the Middle Ages of a variety of associations, such as the mercantile 
guild, which lowered both uncertainty and risk from the standpoint of 
the individual entrepreneur. The guild negotiated commercial treaties 
to set up and regularize markets, and by arranging for docks, ports and 
ships, made these contingencies more calculable for the entrepreneur. 
The ships of the guild sailed in convoys and were frequently armed, 
just as on land the merchants organized caravans and hired armed es- 
corts. In the event of loss, the guild paid indemnities.* 

In addition to associations like the guild and temporary partnerships 
among nonguild members, which operated through the pooling of risk 
and the sharing of facilities, predictabilities and probabilities were also 
altered by the appearance of institutions which permitted individuals 
or groups to specialize in the assumption of risk where maritime com- 
merce was involved. Two of these, the sea loan and the commenda, may 
be briefly mentioned. In the operation of the sea loan, a merchant who 
borrowed in order to ship goods overseas was not required to repay his 
creditors in the event of loss of ship or cargo. If the shipment were suc- 
cessful, the lenders were entitled to a return of about 30 per cent over 
and above the repayment of principal. Rates of profit and interest to 
the lender fluctuated up to 35 per cent according to the risk.” 

The commenda was an organization of merchants, some of whom 
provided capital and remained in the home port while others were 
traveling associates who marketed the goods abroad. The sedentary 
socius received 75 per cent of the gain if he (or they) furnished all of 
the capital and assumed the entire risk, and a smaller share if the con- 
tribution was less. As was apparently typical of medieval partner- 
ships, there was no permanency to a particular commenda, the ac- 
counts being closed after each expedition.’® As it developed, the com- 


* See, for example, P. Boissonade, Life and Work in Medieval Europe (New York, 1927), 
p. 193, and H. Pirenne, Economic and Social History of Medieval Europe (New York, 
1937), pp. 91-96. 


* Weber, op. cit., pp. 202-4. 
Ibid., pp. 206-7. 
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menda performed the same function as the sea loan, differing from the 
latter primarily in form. The next step, assuming major importance in 
the 16th century, was a separation of the lending and insurance func- 
tions, as some capital owners began to write insurance contracts with- 
out loan features and gradually established premium scales in accord- 
ance with the risks involved.” 

The same channel of influence seems to have played a significant 
role in Japanese development. A recent comparative study of Japanese 
and Chinese economic growth, for example, lays particular stress on 
the increased economic order created by Japanese policy and institu- 
tions as an explanation of the widely divergent patterns and rates of 
growth in Japan and China. While the Japanese government directly 
assisted the entrepreneur and stabilized the economic environment con- 
fronting him by creating institutions and facilities to provide credit, 
equipment, and foreign technical advice for new enterprise, the Chinese 
entrepreneur remained: 

. . at the mercy of officialdom and subject to the arbitrary exactions 
of central and local authorities. Even when enlightened officials invited 
their cooperation in some enterprise, they hesitated because they had littie 
confidence in the consistency of government policy.** 


While economic order is closely related to the direct calculation of 
costs and benefits, the two categories are conceptually distinct. Changes 
in economic order either make the odds or estimates of gain or loss 
more calculable, or they alter the odds relating to particular actions. 
An owner of liquid capital in an underdeveloped country may decide to 
hold his assets abroad rather than to invest at home because of uncer- 
tainty concerning the possibilities of devaluation. This uncertainty may 
be removed by a government commitment to permit withdrawal of 
newly invested funds at a fixed rate of exchange. The investor, though 
now in a better position to predict, may continue to invest abroad 
because he expects a rate of return of, say, 6 per cent with a .99 chance 
of gain compared to a rate of return from investing at home of perhaps 
8 per cent with a .66 chance of gain. A further increase in economic 
order might encourage domestic investment by raising the chance of 
gain to .90 (i.., altering probabilities) without affecting the rate of 
return. By contrast, an institutional change acting directly on costs 
and/or benefits might also encourage investment at home by raising 
the rate of return to say 15 per cent without altering the chance of gain. 


*S. B. Clough and C. W. Cole, Economic History of Europe (Boston, 1946), pp. 306-7, 
633. 

* Allen and Donnithorne, of. cit., p. 192 ff. and p. 248. The arbitrary and unpredictable 
use of political power in France has also been stressed as a barrier to that country’s early 
economic development. See, for example, G. Renard and G. Weulersse, Life und Work in 
Modern Europe (New York, 1926), p. 364. 
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If one assumes the acceptance of a precise risk discount by the deci- 
sion maker, the yrobability effect can readily be converted into a cost- 
benefit effect.** However, it is quite possible that the two effects will 
appeal differently to different decision makers, and that under particu- 
lar circumstances differing institutional innovations are needed to pro- 
duce one or both effects if the desired pattern of behavior is to be en- 
couraged.”* 

It is probable that increased economic order is a crucial and wide- 
spread need in the currently underdeveloped areas. One example of suc- 
cessful institutional innovation in this field has been the establishment 
of the State Agricultural Marketing Board in Burma. The SAMB, 
which functions as a government monopoly in the purchase and export 
of rice, was formed to assist economic recovery by stabilizing the in- 
ternal rice market. In contrast to agricultural price supports in the 
United States, the SAMB has kept rice prices in Burma stable since 
1950 at a level substantially be/ow fluctuating world prices. Rice pro- 
ducers have thus paid a heavy tax which has provided the country’s 
main source of development financing. At the same time, producers 
have been partially compensated by improved predictability conditions 
in what would otherwise have been a highly volatile market. Within 
limits, the parallel to an insurance premium is clear. While obviously it 
cannot be demonstrated that recovery of production has been expedited, 
it is at least suggestive that cultivated rice acreage in Burma increased 
by 11 per cent and output by 10 per cent between the crop years 1950- 
51 and 1953-54. 

4. Knowledge of Economic Opportunities. Institutions may also af- 
fect growth by removing or reducing those imperfections, frictions, and 
rigidities in the market which are due to imperfect knowledge concern- 
ing purchasing, production, technical or marketing opportunities. Over- 
coming imperfections of knowledge in underdeveloped countries is, 
however, a considerably more subtle process than simply the diffusion 
of information. A few of the complications involved may be briefly 
noted. 

It is a commonly accepted law of perception that the perceiver sys- 
tematically overlooks what he considers extraneous and irrelevant.** 
The problem of influencing perception thus extends to the question of 
how to alter what people regard as intrinsic and relevant; that is, how 
to alter what social psychologists call the perceiver’s “cognitive struc- 

* A particular decision maker may simply multiply the rate of return by the estimated 


probability coefficient in order to get a net rate of return to compare with other similarly 
discounted alternatives. 


*™ Cf. G. Katona, Psychological Analysis of Economic Behavior (New York, 195), pp. 
248-50. 

™*R. B. MacCleod, “Social Psychology,” in Areas of Psych., F. L. saree 90 . (New 
York, 1954), p. 201. 
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ture’”—the associations, recollections and inferences with which the 
perceiver connects what he actually perceives.” Cultivators who typi- 
cally produce for their own consumption and use, rather than the mar- 
ket, may indeed value higher standards of personal welfare. However, 
they may not perceive the connection between using artificial fertilizer 
to raise yields of a commodity they don’t need and obtaining a com- 
modity or service (education, improved health, etc.) they do need. The 
availability of improved techniques may thus be overlooked as irrele- 
vant to their “felt” needs. To influence perception, therefore, institu- 
tions frequently must not only disseminate information about tech- 
niques and opportunities, but must describe and facilitate the connec- 
tion between such information and the realization of needs considered 
pressing by the perceiver. 

For institutions to affect economic behavior by altering perception, 
they may have to act upon the perceiver as well as upon what is to be 
perceived. Even assuming that opportunities are perceived and that the 
probable consequences from exploiting such opportunities are valued, 
the economic agent may not perceive that it is his responsibility to 
initiate the action required to translate these opportunities into ac- 
complishments. The problem may thus be one of altering the individ- 
ual’s perception of his own social role to embrace active response or 
“entrepreneurial” behavior, even if this only extends to the investment 
of his own labor.** This is a perhaps unnecessarily complicated formu- 
lation of the notion of “self-help” underlying technical assistance. To 
pursue the example previously cited, institutions must convey to the 
cultivator not only information concerning the techniques and results 
of improved fertilizer use, but the recognition that it is the cultivator’s 
responsibility to take advantage of and apply the improved methods 
himself. 

The problem of perception involves the arrangement and integration, 
as well as the dissemination, of information. Institutions which help to 
establish systematic methods of cost accounting, for example, may 
have the effect of so altering the arrangement of already-available in- 
formation that perceptions and resulting behaviorial patterns are mark- 
edly changed. 

It is perhaps easier and more fruitful to exemplify than to define 
abstractly the kinds of institutions which may have the influence on 

*D. Krech aad R. S. Crutchfield, Theory and Problems of Social Psychology (New 
York, 1948), pp. 76-81. Morse has suggested that the social psychologist’s distinction be- 
tween cognition and perception has something in common with the economist’s distinction 
between “stocks” and “flows.” Thus, the “cognitive structure” may be considered to repre- 
sent the “stock” of recollections and associations which gives significance to the “flow” of 


new perceptions. Cognition, as such, embraces the meaning and significance with which a 
perception is endowed, as well as the data or impression which the perception records. 


* Cf. ibid., pp. 72, 372-73 ff. 
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perceptions and cognition we have been discussing. Boissonade, for 
example, refers to the importance of “journeymen’s unions” in late 
medieval times in facilitating “the acquisition of technical instruction 
... [by] their members by organizing journeys from town to town and 
country to country which . . . sometimes lasted as long as five years.”** 
In the 19th century and early part of the present century, Japan’s in- 
tensive and deliberate efforts toward rapid industrialization, following 
the Meiji Restoration, adapted and elaborated this device. An organized 
and extensive program of foreign study for Japanese youth was con- 
sciously embarked upon to alter perceptions and accelerate the diffusion 
of information at home. This is a period and an experience in Japanese 
history that needs to be re-examined and evaluated in the light of cur- 
rent perceptual and motivational bottlenecks to growth in underde- 
veloped areas.** Knowles’ emphasis on the importance, in 19th century 
Germany’s development, of institutions created and supported by the 
state for spreading technical education and for undertaking industrial 
research, provides another example.”” 

A recent example can be cited in the striking success of India’s Com- 
munity Development Program in raising agricultural productivity dur- 
ing the past three years. Though using the same tools of technical as- 
sistance (e.g., demonstrations, free or subsidized distribution of seed 
and fertilizer, etc.) as the earlier and unsuccessful “grow-more-food” 
progra.n, Community Development altered the institutional setting by 
organizing and training extension workers to function as residents in 
the rural villages. As accepted members of the community, they are 
able to communicate improved techniques in terms meaningful to the 
cultivators, to explain the relationship between proximate returns and 
the village’s “felt” needs, and to underscore the cultivator’s responsibil- 
ity for initiating improvements, thereby removing some of the percep- 
tual barriers that had diminished the effectiveness of earlier technical 
assistance efforts at the village level. 

Clearly, there is a close relationship between perception and cogni- 
tion, and what we have referred to as economic order. The wider dis- 
semination of coherent and integrated information, through extension 
services, market surveys and similar institutions, may well affect the 
subjectively recognized predictabilities and probabilities of alternative 
economic choices, as well as the perception and cognition of opportuni- 
ties. The distinction between the two is maintained because it suggests 
different channels of influence on economic behavior. In some cases, the 


* Op. cit., p. 305. 
*W.W. Lockwood, The Economic Development of Japan (Princeton, 1954), pp. 510-12. 


*L. C. A. Knowles, Economic Development in the Nineteenth Century (London, 1932), 
p. 173. 
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failure to take advantage of an available opportunity may be due to 
the persistence of adverse predictability and probability conditions 
even though the opportunity may be perceived. In other cases, no pre- 
dictability or probability estimates may be attempted because the op- 
portunity is entirely overlooked by the individual as a result of its re- 
moteness from his cognitive field.*° 

5. Motivations and Values. Values may be defined as individual and 
collective judgments (or assumptions) concerning what is desirable.** 
In “rational” human behavior, values provide the motivations which 
impel men to choose or avoid particular types of voluntary action.** 
Where motives differ among individuals or groups, differing action will 
result under otherwise identical circumstances. The backward sloping 
supply curve (of labor or commodities), frequently associated with 
“premodern” or “precapitalistic” societies,** is generally ascribed to the 
relatively high value placed on leisure by the worker or producer in 
these societies. Similarly, such growth-inhibiting phenomena as a highly 
inelastic supply of entrepreneurship, widely varying wage rates for 
comparable labor in “native” and “western” enterprise, and varying 
marginal efficiencies of capital which show no tendency toward equali- 
zation, may be explained in terms of the differing values motivating 
entrepreneurship, labor, and the owners of capital in underdeveloped 
societies. 

Two points might be added to these general comments. The first con- 
cerns the ordering and weighting of values and motivations. The major 
difference in value and motivational patterns between developing and 
nondeveloping societies may lie not in the presence or absence of partic- 
ular values, (e.g., progress, wealth, economic security), but in the rank- 
ing and weighting of these values relative to others (e.g., status, leisure, 
tradition). Achieving or shaping a “growth-promoting” pattern of 
values and motivations is thus frequently not so much a problem of 
transplanting unfamiliar values as it is of re-ordering existing values. 

Second, values may be related to one another not only hierarchically 
(by ordering and weighting) but also instrumentally.** A value X may 


” Krech and Crutchfield, o#. cit., pp. 76-77. 

™ The term “value” as used here refers to norms and standards of judgment rather than 
the special meaning it is accorded in economics. Cf. J. J. Spengler, “Sociological Value 
Theory, Economic Analyses and Economic Policy,” Am. Econ. Rev., Proceedings, May 1953, 
XLII, 342-43. 

* Social psychologists frequently trace motivations to “needs” and “goals” rather than 
“values.” But since values determine needs and goals, in “rational” as contrasted with 
“instinctive” behavior, the distinction does not appear fundamental, at least for our present 
purposes. Cf. Macleod, “Social Psychology,” op. cit., pp. 193-97. 

* See, for example, Boeke, op. cit., p. 40. 

* Cf. K. J. Arrow, Social Choice and Individual Values (New York, 1951), pp. 86-87; 
and H. A. Simon, Administrative Behavior (New York, 1947), pp. 49-50. 
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be regarded as a means to Z, as well as something to be desired in itself. 
Status and prestige may motivate action (or inaction) because they are 
valued in themselves, and also because they are a means to the achieve- 
ment of economic security. To revert to a previous example, where the 
member of the joint family is not only accorded prestige and status but 
is also provided with a certain degree of economic security by the fam- 
ily, there will be a stronger motivation for him to remain within the 
established family unit than would be the case if the second valued 
consequence were not linked to the first. The separation of such 
“linked” values may be of significance in connection with the program- 
ming of growth-promoting institutions. If, for example, it becomes pos- 
sible to realize economic security in underdeveloped countries through 
other means than those which depend on the established status and 
prestige structure, the character of economic choices (¢.g., career- 
choices, investment decisions, etc.) may be significantly affected. A 
further comment on this point will be made below. 

What significance do these observations have with respect to the 
relationship between institutions and economic growth? By way of 
answer, it is suggested that institutions—if they are operative and 
effective—can modify and activate values and motivations. 

In sociological literature discussing the relation between values and 
institutions, the causal sequence is generally presumed to be from 
changes in values and imotivations to changes in institutions.” It is 
therefore presumed that significant changes in the institutional struc- 
ture of a society must be preceded by a major shift in the society’s 
value pattern. The familiar thesis attributing the growth of capitalist 
institutions in the West to the ethical innovations of the Protestant 
Reformation is an example of this view. The hypothesis we have sug- 
gested stresses the converse view that institutions can cause changes in 
values and motivations where these offer serious impediments to 
growth.* In the case cited, it might therefore be argued that an innova- 
tion in religious institutions led to the ethical innovations which accel- 
erated the rise of capitalism. 

In many currently underdeveloped countries, the valuational pattern 
—or those aspects of the pattern which are most adverse to growth- 
promoting economic behavior—may be a rationalization of an institu- 
tional structure which inhibits growth. One way of adjusting to the 

* Cf., for example, Williams, op. cit., pp. 373-74. 

*° Generally speaking, it is more accurate to describe the relationship between institutions 
and values as imteractive rather than causal in one direction or the other. However, the 
position taken in the text derives from a conviction that most current writings on this 
problem in the underdeveloped areas have tended to overstress the causal primacy of values 
at all levels, and hence to overlook the equally important influence which institutional in- 
novations can exert on values and motivations. 
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fact that credit institutions charge excessive rates of interest, or that 
increased earnings may produce a flood of indigent relatives with whom 
the increase must be shared, is to adopt the view that, after all, in- 
creased output and earnings are not as important as leisure and salva- 
tion. What, therefore, appears to be a unique motivational characteris- 
tic of the “native” economy, may actually be an expedient accommoda- 
tion to adverse institutions.*’ Under such circumstances, appropriate 
institutional innovations may produce a marked reordering in apparent 
values and motivations; that is, in the observed behavioral patterns 
from which values and motivations are inferred.** 

Institutional innovation may have a similar effect on value reorder- 
ing by separating “linked” values. As previously suggested, if status 
and prestige are valued not only in themselves but as necessary means 
to economic security, the provision of alternative means to the latter 
goal, e.g., by insurance against unemployment or illness, may well di- 
minish the relative value placed on status-oriented behavior. 

Clearly, the inference of value reordering from behavioral changes, 
however pervasive they may be, is hazardous. In some cases, important 
changes in behavior may occur without any change in values. In India, 
for example, the point has frequently been made that there is a marked 
preference for careers in government and education rather than busi- 
ness enterprise or engineering. The indignity of manual labor and the 
relative prestige of civil service and education frequently constitute 
important motivations toward a pattern of career choice adverse to the 
manpower requirements of accelerated growth. In this case, institu- 
tional changes (affecting, perhaps, the educational curricula in second- 
ary schools or the degree of public recognition accorded the under- 
manned careers) might produce significant changes in attitudes and 
career choice without reordering values. : 

Institutions may also activate values that have been operationally 
dormant, without reordering them. The resulting behavioral changes 
may be so marked as to suggest a shift in the ordering of values. In 

* Gerschenkron has expressed a somewhat similar point of view by observing that adverse 
values may not deter entrepreneurship (in “premodern” societies) unless these values or 
attitudes are allowed to become crystallized in adverse action. A. Gerschenkron, “Social 


Attitudes, Entrepreneurship and Economic Development,” Explor. Entrep. Hist., Oct. 1953, 
V, 15. 

* Warren E. Miller, of the University of California, Berkeley, in his helpful comments 
on the paper, has suggested that even though values originally evolved as a rationalization 
of an adverse institutional structure, they may be no less resistant to change. Though 
recognizing that my position implies a certain humanistic determinism, I would argue that 
an altered institutional structure can provide an opportunity for competing values to be 
perceived and adopted. In my judgment, human experience suggests that where there is an 
adequate opportunity for choosing “growth-promoting” values, the human species shows a 
marked propensity to make such a choice. Humans tend to value economic growth provided 
they have a reasonable chance to perceive it and to participate in it. 
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fact, the changes in behavior may be due instead to the new opportuni- 
ties provided by institutional innovations for the exercise of choice ac- 
cording to previously dormant values, even though no reordering of 
values occurs. Whether the observed behavioral pattern in such cases 
is due to a reordering of values, or to activation of dormant values as a 
result of the availability of new opportunities, may be impossible—and 
unnecessary—to ascertain. The operationally important question is 
whether growth-promoting behavior, which at least by inference can be 
associated with a modification of values and motivations, is evoked. 

We have proposed and described several categories for analyzing 
and evaluating the influence of institutions on economic behavior. There 
are obvious limitations to the approach suggested. Even assuming effec- 
tive institutional innovations function in the ways suggested, the basic 
questions of whether, to what extent and under what conditions, “alien” 
institutions are transmissible remain unanswered. Certainly the infer- 
ence cannot be drawn that an institution which works effectively and in 
identifiable ways in one social context will operate similarly, or be ac- 
cepted, in a different context. The process by which new institutions 
come into being, and the relationship between this process and the 
character of the existing social structure, are not dealt with in the pre- 
ceding discussion. 

More specifically, the preceding discussion has dealt with the in- 
fluence of institutions in partial and static terms. Interrelationships 
among the categories have been alluded to rather than fully discussed. 
Yet, clearly, the functioning of effective institutions is likely to cut 
across many if not all of the categories suggested.*’ 

Notwithstanding these limitations, certain results may follow from 
the taxonomic approach described. It may provide a framework for a 
more systematic discussion of the relationships between institutions 
and economic growth than has thus far taken place. An elaboration of 
the approach suggested may help in the classification and comparison 
of existing institutions in underdeveloped countries in terms of their 
influence on growth. Finally, it may assist program analysts in uncover- 
ing institutional obstacles to growth and in appraising the needs of de- 
veloping countries for particular programs of institutional innovation. 

“ An interesting case study illustrating this point is the recent study of the Philippine- 
American Life Insurance Company by the National Planning Association. The study de- 
scribes the Company’s striking and rapid success in redirecting existing savings, apparently 
increasing the average savings propensities of many middle-class families, undertaking long- 
term productive investments itself and stimulating other enterprises as well. In the termi- 
nology we have been using, the company’s generative influence in these fields, as described 
in the study, has involved an identifiable impact on motivations and perceptions, as well 
as on the amount of order in one segment of the economic environment, and on the benefits 


accruing to savers from using their income in an unaccustomed way. J. Lindeman, A Case 
Study of the Philippine-American Life Insurance Company (Washington, D.C., 1954). 


THE ITALIAN PARLIAMENTARY SURVEY 
OF UNEMPLOYMENT 


A Review Article 


By Grorce H, HILpEBRAND* 


If any one event can be said to have decisively influenced postwar economic 
thinking both at the practical and theoretical levels, it would be the depression 
of the ’thirties. The second world war was an interlude that deferred but did 
not destroy the widespread popular fear in the western world that, barring 
active intervention by the state, unemployment was a more or less permanent 
condition in economic affairs. After 1945, the dominant item in the economic 
agenda of all the leading countries quickly became a “policy for full employ- 
ment.” Even a decade of recovery and expansion in Western Europe has not 
greatly tempered this demand. 

The case is well illustrated by the New Republic of Italy. The constitution 
itself guarantees the “right to work,” almost exactly a century after Louis 
Blanc first proposed the objective. In an attempt to make the guarantee effec- 
tive, Parliament has enacted a large body of very costly social security legisla- 
tion since 1945, coupled to a great variety of spending programs and other 
measures intended to stimulate employment and to raise living standards. In 
fact, so deep is the popular desire for security, opportunity, and a promptly 
available better life, that it has become the decisive fact for current Italian 
politics. Probably it is no exaggeration to say that the survival of private 
enterprise in Italian industry and agriculture now turns upon the ability of 
the economy to satisfy the demands for full employment and an advancing 
standard of living. The test may be implicitly an unreasonable one, for 
popular aspirations and expectations may well find expression in policies that 
could exceed the inherent near-term capabilities of the Italian economy under 
any form of organization. Yet this is a risk that parliamentary government 
must assume. 

Despite constitutional guarantees and manifold forms of state intervention, 
Italy alone among the industrial countries of the West has continued to suffer 
from a heavy and persistent volume of unemployment throughout the postwar 
decade. The situation is somewhat paradoxical, because the mean geometric 
rates of annual increase in real gross product and investment between 1947 
and 1954 have been outstanding: 9.4 and 11.8 per cent respectively. By 1949 
war losses had been made up and 1938 levels of output regained. Though 
these annual rates of increase have fallen since 1949, they remain above 5 


* The author is professor of economics and research associate of the Institute of Industrial 
Relations at the University of California, Los Angeles. 
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per cent, while real gross product and per capita consumption in 1954 ex- 
ceeded 1938 by 49 per cent and 37 per cent. Nevertheless, in January 1955 
there were 2.4 million registered unemployed, in a labor force of roughly 20 
millior, as against 2 million in 1947. Does this mean that Italy has a depres- 
sion, despite her apparently strong and persistent expansion? Or does it im- 
ply more deep-seated and refractory economic ills, calling for more subtle 
therapeutics than the ordinary Keynesian-type prescriptions for countercyclical 
actions? 

These issues had served as a focus of academic interest from the end of the 
war, when something of a Keynesian controversy erupted on the Italian eco- 
nomic scene. They were also the agenda of active political discussion. On 
November 28, 1950, something of a fusion of the two intellectual currents 
occurred when a group of Social Democratic deputies (non-Communist) led by 
Roberto Tremelloni, an economist, offered a motion that Parliament create a 
commission to investigate unemployment. The proposal eventually carried and 
the Parliamentary Commission of Inquiry into Unemployment, consisting of 
twenty-one deputies drawn from six parties, was named on May 30, 1952. Ap- 
proximately a year of research followed, enlisting the services of several gov- 
ernment agencies and private bodies, as well as a large panel of experts 
drawn from the social sciences. What emerged from their labors constitutes 
perhaps the most extensive inductive study of unemployment ever undertaken, 
bearing the title La Disoccupazione in Italia (Unemployment in Italy), and 
consisting of fifteen volumes of research, plus an introductory volume present- 
ing the history of the inquiry and a final one devoted to an index.* 

Since it is impossible to review and evaluate the whole of this material, 
I shall limit myself to a sketch of the plan of investigation, followed by a selec- 
tive discussion of key topics of interest to economists. 


I. Plan of Study 


The Commission was entrusted with five main tasks; (1) to discover what 
were the “actual state” of unemployment and underemployment, and the liv- 
ing conditions and technical abilities of the unemployed; (2) to estimate em- 
ployment, emigration, and demographic changes for 1953-1956; (3) to sug- 
gest specific measures for increasing and stabilizing the level of employment, 
and to indicate the ultimate limits to a policy of full employment; (4) to out- 
line a program for improving the technical skills of the unemployed and for 
increasing the mobility of labor; and (5) to submit proposals for public ad- 
ministration suitable to the findings of the report. 

To embark upon an inquiry of this scope obviously called for more than 
merely a definition and estimate of unemployment at a given moment of time, 
granted that even here existing knowledge was far from adequate. As the 

* Repubblica italiana, Commissione Parlamentare di Inchiesta sulla Disoccupazione, La 
Disoccupazione in Italia (Roma: Camera dei Deputati, 1953-54) : Vol. I, Indagini Statistiche 
(in two parts); Vol. II, Relazioni dei Gruppi del Lavoro (in three parts); Vol. ITI, Mono- 
grafie Regionali (in four parts); Vol. IV, Studi Speciali (in five parts); Vol. V, Interroga- 
tori; an introductory volume transmitting the results to the Chamber of Deputies; and an 
index volume. The series is available from the publication offices of the Commission, via 
Veneto 108, Rome; price L.30,000 ($48.00). 


886 THE AMERICAN ECONOMIC REVIEW 


character of these tasks implies, what was actually required of the Commission 
was a searching examination of the entire economy of Italy—its resources, 
structure and development, its regional variations, its international relations, 
its labor markets and the impacts of various policies, public and private—to 
name a few of the leading topics. Coupled to these economic questions was 
an extensive inquiry into the health and conditions of life of the unemployed. 
The results are prolix, rather diffusely organized and lacking in cohesion at 
many points. There is no compact synthesis of practical recommendations, as- 
suming one were possible from so large and diverse a group of experts. How- 
ever, it must be remembered that the inquiry was conceived in urgency and 
executed in barely over a year; also that the findings represent a marked ad- 
vance in actual knowledge of the problem. In sum, they indicate a variety of 
lines of action, about which there is a broad measure of agreement among the 
technical contributors. 

In brief outline, the first two volumes consist of a statistical inquiry into 
unemployment. The next three present group studies of medical and social 
aspects of unemployment, assistance to the unemployed, unemployment in 
agriculture, effects of technological progress, emigration, population and em- 
ployment prospects for 1953-1956. There follow four volumes devoted to 
intensive economic surveys of the nineteen regions of the country, providing 
some of the most interesting analysis in the whole inquiry. Next, there are 
five volumes of special studies concerning a very diffuse collection of topics, 
among them some particularly valuable contributions—F. Coppola D’Anna on 
the development of the nonagricultural population since 1901; P. Bandettini 
and A. Scotto on the structure of labor costs and their effects on employment; 
G. de Meo on the effects of Italien protectionism on economic structure and 
employment, and C. Cosciani on the influence of taxes and expenditure upon 
employment. 

This will have to serve for a sketch of the elaborate contents of the inquiry. 
I turn now to a more intensive discussion of selected topics, to provide some 
comprehension of the facts of Italian unemployment, their major causes, and 
current and proposed remedies. 


II. Unemployment in September 1952 


Prior to the inquiry, the only source of quantitative information on un- 
employment was the monthly registration statistics gathered from the local 
offices of the Ministry of Labor and Social Welfare. These figures had long 
been attacked either for overstating or understating unemployment, and for 
the limited range of facts provided. Accordingly, the Commission elected to 
obtain a cross-sectional view of unemployment for September 1952. To do 
so, it resorted to a field survey by the Central Institute of Statistics (ISTAT) ; 
a special revision and elaboration of the registration lists of the Ministry 
of Labor (ML); and a study of short-time employment in agriculture, con- 
ducted by the National Institute for Agrarian Economy (INEA).? The ISTAT 
survey was conducted with a carefully stratified sample of some 58,000 fami- 


* The ISTAT survey is in Vol. I, pt. 1, 5-73; the ML, ibid., 79-158; the INEA, in Vol. I, 
pt. 2, 7-218. 
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lies, and the INEA report also was based on sampling procedure, applied to 
regions where share-cropping, peasant farming, and casual field labor predomi- 
nate. By contrast, the ML data rested upon an actual enumeration, permitting 
some comparisons with the ISTAT estimates. 

According to the ISTAT survey, the Italian labor force on September 8, 
1952, consisted of 19.36 million persons, or only 41.1 per cent of total popu- 
lation—indicating a low participation rate compared with other industrial 
countries and in part suggesting the difficulties of finding work in Italy.* Of 
this labor force, 18.07 million were employed (though about 6 per cent of these 
did not work during the survey week). Within the employed, 75.5 per cent 
were males, 2.5 million were youngsters of less than twenty years of age, and 
384,000 belonged to the armed forces. Deducting this last group, some inter- 
esting facts were revealed concerning weekly hours: about two-thirds of those 
employed in agriculture, in industry, and in all sectors together worked more 
than forty hours during the survey week, while 44.9 per cent of the industrial 
group even exceeded forty-eight hours. For all categories, 17.8 per cent 
worked less than forty hours. In part, long weekly hours are used by non- 
agricultural employers to avoid taking on new hands—because of associated 
heavy fixed labor costs and obstacles to subsequent layoffs. 

By sector, 42.4 per cent of the employed were engaged in agriculture, 
forestry, and fishing—far in excess of the figure for the United States and 
other industrial powers in western Europe. However, there has been an ab- 
solute decline in agricultural employment since 1901 and there is general 
agreement among Italian experts that this decline will and should continue. 
Yet the continued dominance of agriculture offers visible evidence of the scope 
of the employment problem. As one proceeds south the percentage employed 
in agriculture rises—from 35.0 per cent in the North to 55.2 per cent in the 
South. 

Turning to the unemployed, ISTAT estimated their number at 1.29 million, 
or 6.6 per cent of the total labor force including military personnel.* On its 
face this does not seem to be a very high rate of unemployment by American 
standards, but it must be remembered that this overlooks the prevalence of 
part-time unemployment, which the INEA estimates at about one-third of 
available annual working time in agriculture alone. Within the unemployed, 
approximately two-thirds were males and 41.5 per cent were youngsters in the 
14-19 year age group. Further, almost half the unemployed had formerly held 
jobs, while the other half had never had one. Of the formerly employed, three- 
quarters consisted of males, dominated by those between 20 and 49 years. 
About 40 per cent had been out of work six months or more. Layoffs accounted 
for almost half of the group, while nearly a third had become unemployed 
because of seasonal factors or closure of enterprises. 

For the unemployed in search of a first job, ISTAT found that nearly 


* The “labor force” was defined to include all persons of 14 years or over who were 
engaged in an occupation or were searching for work, plus minors of 10 years or more who 
were regularly engaged on a job. 

‘Children of ages from ten up to and including 13 years were included among the 
employed but excluded from the unemployed. 
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two-thirds were in the 14-19 year age group. Of the total 62.9 per cent had 
either had had no schooling or none beyond the elementary level. Whatever 
the validity of the estimates, they indicate clearly that a very important part 
of Italian unemployment centers in a large mass of unskilled and inexperi- 
enced young people lacking adequate education and vocational training and 
employable only in common labor jobs. 

The Ministry of Labor survey ought now to be considered, though chiefly 
as a check on the ISTAT estimates. The registrants on the local lists were 
allocated to five groups: formerly employed (class 1); seeking first job or 
discharged from armed forces (class 2); housewives seeking work (class 3); 
pensioners seeking work (class 4); and persons presently employed seeking a 
new job (class 5). As of September 30, 1952, the total of all classes was 1.72 
million. However, classes 3-5 were excluded as not strictly unemployed, leaving 
1.53 million either formerly employed or in search of a first job. Table I 
indicates some of the main differences in the results obtained from the two 
inquiries. 


Tasie I.—Comparison oF Resutts, ISTAT anp ML Surveys oF UNEMPLOYMENT, 
SEPTEMBER, 1952 


ISTAT ML 
Total unemployed 1, 286,300 1,535,041 
Formerly employed 608 , 500 1,033 ,673 
In search of first job 677,800 501 ,368 
Males 863 ,000 1,054,573 
Females 423,300 480.468 


Source: Vol. I, Pt. 1. 


To round out the statistics, I turn now to the INEA findings regarding 
underemployment in agriculture. At the outset the INEA group contends that 
for egriculture it is not significant to measure unemployment as such, ex- 
pressed either as the number out of work on a given date or on the average 
over the year. The demand for farm labor varies over the production-cycle, 
varying in time by crop and locality. Under given technical and economic 
circumstances, this demand is rather strictly determined. It follows that almost 
all farm workers will find agricultural work at certain times during the agrarian 
year, while at others they cannot. Hence farm labor suffers mainly from under- 
employment rather than unemployment, in the sense that in a given year the 
number of working days available exceeds the number actually utilized.° 

On this basis, the authors constructed a table of estimated man-days de- 
manded and “available” for the farm population during the agrarian year 
1951-1952. Demand was subdivided between “ordinary” farm work and 
“extraordinary” work, the latter including employment invoked by state inter- 


*The authors thus imply either that rates of pay are rigid or that farm labor demand is 
zero-elastic in slack periods. They also recognize a more subtle problem in agriculture: the 
existence of a large mass of surplus labor, forced by population pressure to work ever 
decreasing holdings, with falling returns. 
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vention (required employment of additional hands, reforestation and land 
reclamation projects) and in part-year nonagricultural activities. Available 
man-days were figured at 270-280 annually per man. 

When the sample values were expanded for the whole of agriculture, it 
was found that underemployment during 1951-1952 averaged 94 working days 
per man per year—about one-third of available working time. For the South 
and the Islands, the rate was 117 idle days per year, as against 63 days in 
the North. Total man-days lost were figured at 640.7 million, 

The quantitative results are frankly termed an initial contribution, pre- 
pared in a brief period, and not to be taken as an exact view of reality. None- 
theless, they underscore the importance of irregular employment as one of the 
central problems in Italian agriculture. To illustrate their force, the authors 
suggest that one could say either that all of the 7.6 million employed in agri- 
culture are idle one-third of each working year, or that the equivalent of 2.5 
million persons are totally unemployed throughout the year. However, in 
view of the annual variation in labor requirements, it would be erroneous to 
conclude that 2.5 million “surplus” persons could be readily taken out of 
agriculture, without effects on the price of agricultural labor or on the patterns 
of factor inputs now prevailing—without, in other words, invoking a revolu- 
tion in the technical and organizational structure of the rural economy. 

In summary, although there has been a rapid postwar expansion in over-all 
production, Italy continues to suffer from persistent and rather heavy un- 
employment, which exceeds the levels of the ’thirties and continues slowly to 
increase. To this paradox may be added the prevalence of much overtime 
employment in the nonagricultural sector. At the same time the country also 
suffers from considerable underemployment of its labor force, centering in 
agriculture but also of some importance in industry and trade. 

The unemployed as such consist mainly of unskilled and poorly educated 
male laborers. An important part involves untrained youngsters, lacking any 
work experience and suitable only for common labor jobs. Another large seg- 
ment consists of those who have lost their jobs, mainly through layoffs or 
abandonment of business enterprises. Many of these persons have been out of 
work for long periods. In the main they originate in the industrial sector. 

In the studies I shall subsequently discuss, unemployment and under- 
employment are frequently termed chronic, not so much in the sense that 
there is no turnover as that the volume well exceeds what appears “normal” 
under a reasonable condition of “full” employment, and does so persistently. 
It is also called structural, to distinguish its origins from the familiar case 
of cyclical decline, and to emphasize obstructions of various sorts—-some 
technological, some stemming from price-wage rigidities, and some attributed 
to the restricted rate of expansion of nonagricultural activities. In later sec- 
tions these problems will be considered more fully. 


III. Population Increase and Employment 


At several points in the Commission’s study, population pressure is cited as 
a factor in the unemployment problem. Indeed, outside Italy the opinion is 
common that the country suffers from a very high natural rate of increase in 
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population, supposedly invoked by a very high birth rate, a judgment cor- 
rectly applicable only to certain impoverished regions of the South, and not 
to the nation as a whole. Actually, Italy does suffer currently from demo- 
graphic pressure, though of a more subtle kind, exerted mainly through the 
labor market and serving more as a transitory check on the rate of advance 
in real wages than as a major cause of unemployment itself. It also is reflected 
in the saturation of certain agricultural districts, reducing per capita returns 
there. However, the average annual rate of increase in resident population for 
the country as a whole (6.9 per thousand for 1936-1951) is actually on the 
low side for the western industrial nations. This is also true of the birth rate. 
Nonetheless, relative to Italian experience itself during 1871-1921, the average 
annual rate of increase has been high during 1921-1951 (8.4 per thousand) 
because of the onset of foreign restrictions on immigration from the beginning 
of this latter period.® 

To isolate the real nature of demographic pressure, F. Coppola D’Anna 
compared relative changes in the total population, the population of working 
age (15-64 years), and the “active” population (defined by the Italian census 
as those who regularly engage in an occupation, which excludes those seeking 
a first job), for the current territorial limits. For 1936-1951, for example, 
total population rose 11.2 per cent, while the population of working age in- 
creased by 17.8 per cent. However, the active population, which is a rough 
measure of employment and in fact the only one available over time, increased 
by only 5.9 per cent. Similar relationships obtain for 1921-1951, where the 
corresponding increases were 25.8, 33.7, and 10.2 per cent. The inference 
seems plain that employment opportunities have not kept pace witk the rise 
in labor potential. Behind the disproportionate rise in the population of 
working age lie reduced emigration and inflated birth rates fostered by the 
Fascist regime especially after 1932. 

However, a word of caution is required. The population of working age is 
not strictly a labor force, for many persons in this group do not offer them- 
selves to the labor market. In fact the participation rate (measured here by 
the ratio of active population to population of working age) has been falling 
steadily in Italy since 1871. The drop is particularly marked for women. The 
cause has been a rising level of per capita real income—the same factor that 
underlies the pronounced secular fall in the death rate. 

Nonetheless, the lag in the growth of the active population suggests the 
operation of another factor as well: a lag in the growth of job opportunities. 
Where there are barriers to obtaining jobs many persons are involuntarily 
excluded from the active population, though they are of working age. This 
applies with particular force to youngsters who have never been able to obtain 
a job. 

Taking the active population as a measure of changing employment by 
broad economic sectors, Coppola D’Anna found an absolute decline of 15.3 
per cent in the absolute number of persons attached to agriculture, forestry, 
and fishing between 1901 and 1951. Industry, transport, and communications 


*These matters are considered by F. Coppola D’Anna, “Le forze di lavoro e il loro 
impiego in Italia,” Vol. IV, pt. 2, 1-73. 
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rose 68 per cent; commerce, credit, and insurance, 159.7 per cent; govern- 
ment, 111.9 per cent, other activities and services, 32.6 per cent. The over-all 
total advanced 22.5 per cent. Similar relationships hold for 1921 and 1936 
as base dates. 

To Coppola D’Anna, these facts suggest the basic outlines of the unemploy- 
ment problem. There is no hope for a reversal of the absolute decline of em- 
ployment in agriculture, given restricted resources and the technical and 
organizational changes now under way. The broad “tertiary” category of 
services has shown rapid rates of increase. By contrast, manufacturing in- 
dustry has lagged and the problem is to accelerate the rate of development in 
this sector, so that the contraction of agriculture cun be adequately offset. 

The Coppola D’Anna inquiry connects logically with an attempt of one of 
the study groups to estimate prospects for labor supply and demand for the 
period 1953-1956. To ascertain changes in the population of working age, 
two alternative assumptions were made regarding death rates, one that they 
would hold at 1951 levels, the other that they would undergo linear decline 
to levels in the Low Countries by 1960.’ The difference was small and an 
arithmetic mean of the two values was adopted. Next, net emigration of this 
group was calculated for both males and females, and the respective annual 
values deducted from the corresponding gross annual increments in the popu- 
lation of working age, putting the latter figures on a net basis. To determine 
the prospective annual increments in the active population, the ISTAT par- 
ticipation ratios were then applied (97 per cent for men, 30 per cent for 
women) to these net annual increments in the population of working age. 
Thus the average annual increment to labor supply was found to be 137,000 
persons, or a total of 548,000 in 1953-1956. 

To calculate prospective labor demand, estimates were made for each of 
the main sectors of the economy. Agriculture was expected to decline by 
200,000 persons. For industry, it was observed thet the index of physical pro- 
duction (weighted by value-added in each component) rose 42 per cent be- 
tween 1938 and 1952, though employment increased only 4-5 per cent. The 
gap is explained by the relative lag in development of the high labor-using 
industries (wage costs?) and a general rise in labor productivity. Assuming 
that over-all industrial production would rise 27 per cent by 1956, and apply- 
ing employment weights, it was found that employment would rise 12-13 per 
cent. Deflating for expected gains in productivity, the net gain in employment 
would be 5-6 per cent, assuming no change in hours. Industry would then 
absorb 200,000 more persons by 1956. Construction was expected to increase 
by 100,000 persons. For the tertiary group (defined here as transport, com- 
munications, commerce, credit, insurance, other activities and services, and 
government), a multiplier relationship of 1.3 with industry and construction 
was used, yielding in round figures an expansion of 400,000 employed in the 
tertiary sector. 

In sum, therefore, nonagricultural employment was expected to rise 700,000 
by 1956, and deducting the 200,000 drop in agriculture, a net over-all gain of 
500,000 employed would occur. Prorating this increase in labor demand over 


* Vol. II, pt. 3, 341-408. 
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the period at 125,000 annually and matching the latter against estimated 
annual increments in the active population (labor supply), it turns out that 
during 1953-1955 unemployment should have continued to rise by about 
28,000 annually.*® 

In 1956, labor demand was expected to exceed supply and for the first time 
to begin to cut down total unemployment. This leads the authors to suggest 
the Italian unemployment problem may be a transitory phenonemon, wrought 
by wartime disturbances. But unless net emigration rises above estimate, the 
authors do not expect the excess unemployment beyond the frictional mini- 
mum to be fully absorbed for several more years, certainly not before 1960. 


IV. Major Causes of Unemployment 


Giuseppe de Meo speaks for all of the experts who collaborated in the 
Commission’s report when he declares that “the utilization of our surplus 
labor force constitutes the most distressing problem and at the same time the 
most difficult one to solve in Italian political and economic life.” Clearly, one 
reason is that its causal nature is so complex and obscure.® 

In their highly interesting analyses of employment conditions in local 
regions, economic sectors, and particular industries, the contributors recognize 
that seasonal, frictional, and conjunctural influences play their parts. These 
need not detain us here, other than to remark in passing that there is general 
agreement, and I think rightly so, that Italy is not suffering from a typical 
Anglo-American cyclical depression, invoked by oversaving and lack of in- 
vestment outlets. Instead, they contend that Italian unemployment is mainly 
chronic and linked intimately to low productivity and low incomes generally. 
These they ascribe to a deep-seated structural malaise afflicting the whole 
economy. To account for it, they resort to two principal lines of analysis: 
(1) the nature and rate of development of the economy, past and present; 
and (2) the influence of certain policies upon development and employment 

The chara*ter of economic development, rather than unemployment as such, 
naturally finds greatest emphasis in the regional monographs on the South.?° 
The reason is plain: underemployment and mass poverty, rather than formal 
unemployment, characterize the southern economy. Beyond doubt, the South 
is the poorest part of Italy—in incomes, living standards, industrialization, 
private and public capital, agricultural productivity, transport and communi- 
cations, housing, education and literacy, or almost any other index one may 
select. The South is not poor because it is dominated by agriculture; it is 
dominated by agriculture because it is poor. Here, then, is the heart of the 
structural problem: the failure of the southern nonagricultural sector to ex- 


*The facts show otherwise: between September 1952, and September 1954, the ML 
registration census for classes 1 and 2 of the unemployed rose by 272,662 persons, or at an 
annual rate of 136,331, with the respective proportions of the two classes almost unchanged. 

*G. de Meo, “Aspetti quantitativi dell’economia italiana in rapporto alla disoccupazione 
ed alla politica degli scambi con I’estero,” Vol. IV, pt. 3, 35. 

See, for example, C. Arena, “Calabria,” Vol. III, pt. 4, 225-386; G. de Meo, “Cam- 
pania,” Vol. III, pt. 3, 337-422; P. M. Arcari, “Sardegna,” Vol. III, pt. 4, 635-735; and 
S. Vianelli, “Sicilia,” Vol. III, pt. 4, 387-634. 
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pand at a rate sufficient to absorb the dense and largely impoverished popula- 
tion compelled to live off the land. 

Relative to population, natural resources and capital stock are too small, 
and productivity and per capita income are necessarily very low. Thus pri- 
vate net product per capita in the South in 1951 was 42 per cent below the 
national average, while in the North it was 37 per cent above. In Calabria, 
the poorest region, where no less than two-thirds of the active population are 
in agriculture, per capita private product was 48 per cent under the national 
level. There the Parliamentary Commission on Poverty found that 37.7 per 
cent of the families were in the “poor” category, as against 11.8 per cent na- 
tionally and only 1.5 per cent in the North. In the South as a whole, real 
per capita private net product in 1951 actually was 10 per cent lower than 
in 1928. Heavy war losses were of some importance, but these do not conceal 
the basic fact that per capita returns from the land have been falling secularly, 
under demographic pressure and restriction of the safety-valve of nonagricul- 
tural opportunities. 

- Low income productivity dictates restricted and inelastic local markets. 
Even closely complementary industries such as the processing of food and 
agricultural raw materials have been held to small scale, precluding the 
emergence of much part-time supplemental work for the underemployed agri- 
cultural population. Town commerce, local industry, and long-distance markets 
have been similarly throttled. The little savings that can be accumulated 
largely flow northwards, where returns are greater and risks lower. At the 
same time, the poverty of the South impedes the growth of the whole national 
market, checking the expansion of northern industry, denying it in good part 
the economies of large-scale production, and rendering it heavily dependent. 
upon foreign markets. 

Thus even in the industrial sphere itself, which centers in the North, pro- 
ductivity and incomes are relatively low by international standards, as a 
result of the scarcity of capital and the obstacles to the formation of a massive 
internal market." In consequence, while the propensity to save is high, running 
at nearly 20 per cent of gross national product, the total volume of saving is 
low. Accordingly, capital investment per man is small and productivity is 
far under Western industrial levels. Thus, as de Meo observes, the Benelux 
countries in 1948 had a national income slightly higher than that of Italy, 
with a population only 40 per cent as large as the Italian. In contrast with 
Denmark, Norway and Switzerland—which similarly are badly endowed with 
natural resources relative to population and yet enjoy much higher per capita 
incomes—Italy suffers from a grave shortage of invested capital. Back of this 
capital shortage is the restricted development of the internal economy, with 
the South as the decisive impeding factor. 

Thus Southern Italy is actually a national problem, for by checking the 
rates of expansion of the industrial and tertiary sectors it makes all the more 
difficult the absorption of surplus labor. Instead, the northern industrial cen- 
ters are burdened by a continuing inflow of unskilled and frequently illiterate 


™ These matters are extensively reviewed by de Meo, “Aspetti quantitativi . . .,” op. cit. 
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southern migrants, expelled from their homeland by lack of opportunities 
there. 

Twe national policies of long standing are cited as contributing to the 
plight of the South. With unification, protection of its nascent industries was 
withdrawn and they declined, to be followed towards the close of the 19th cen- 
tury by renewed protection, this time for the benefit of the North. This protec- 
tion was increased in the ensuing decades. It raises the cost of farm machinery, 
fertilizer, manufactured products, and cereals for food, slowing the improve- 
ment of southern agriculture and reducing real incomes. In addition, with the 
national government long under the control of northern interests, public 
expenditure was concentrated in the North while the South fell into neglect. 
Roads, railways, communications, and schools were allowed to lag far behind, 
and so the South was denied much of the elementary external economies from 
public investment, which in turn has kept productivity and incomes low. 

Turning now from the general problem of structure and development to 
that of unemployment proper, I wish to consider several writers who lay much 
emphasis upon labor costs as a major cause of unemployment, especially in 
the nonagricultural sector.'* Back of Italian wage and welfare policy lies the 
natural aspiration of the Italian worker for a prompt and large-scale improve- 
ment in his real income, which he is led to expect to achieve through legisla- 
tion and collective bargaining. As Luzzatto Fegiz contends in his penetrating 
essay on Lombardy, wages are set on the basis of social “needs” and not by 
supply and demand. Since, relative to productivity they are too high for the 
available labor supply to be fully absorbed, the result is unemployment.** 

The quantitative studies of the unemployed revealed the coexistence of a 
large mass of unskilled workers, perhaps half of whom have never found a 
job, and of excessively long hours for the majority of those with jobs outside 
of agriculture. In the opinion of the contributors, and I think quite correctly, 
these phenomena find a major part of their explanation in the wage and social 
security policies in effect since 1945. 

First, money wages have risen very rapidly since 1945, much faster than 
the cost of living and generally in excess of increased productivity. In addition, 
social security charges have also rapidly increased, until they exceed 40 per 
cent of the normal industrial wage. These fall almost entirely on the employer. 
Thus Italian firms have been subjected to great pressure from the side of 
labor costs, which has injured their export position and checked in some degree 
the expansion of employment generally. Here it is noteworthy that the 


”P. Bandettini, “La struttura del costo del lavoro nell’industria e suoi riflessi sulla 
disoccupazione,” Vol. IV, pt. 3, 447-78; A. Scotto, “Influenza sulle occupazioni del sistema 
della previdenza sociale,” Vol. IV, pt. 3, 479-508; P. P. Luzzatto Fegiz, “Lombardia,” 
Vol. III, pt. 1, 385-472; Istituto Universitario di Economia e Commercio-Venezia, “Le tre 
Venezie,” Vol. III, pt. 1, 473-702. 

“Sometimes it is said that extreme capital scarcity relative to labor supply leads to 
rapidly falling marginal productivity of labor. Accordingly, to employ some of the un- 
employed would require a sharp fall in average real wages, which are already absolutely 
low and which for political and humane reasons cannot be depressed. Analytically, this 
means that the real wages of those now employed, which have risen considerably postwar, 
must be protected at the cost of some unemployment. 
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smallest gains in postwar employment have occurred in the high labor-using 
industries. 

Second, owing to highly centralized collective bargaining, wages have been 
made excessively uniform within and between industries and over the whole 
national territory. The failure to allow sufficient diversity in the wage struc- 
ture—to permit adequate differences to reflect variance in productivity and 
seasonality or in local labor market conditions—has reduced employment in 
local areas, and even more, has obstructed the development of industry in the 
South. 

Third, until very recently and to some extent by design, there has occurred 
a drastic leveling of occupational wage differentials. On the one hand, this 
has largely destroyed the incentive to acquire a skill. On the other, it has 
encouraged employers to hoard skilled labor in the presence of a shortage, and 
to use it on menial tasks. The presence of maxima in several of the social 
security levies has had similar effects, adverse to the employment of unskilled 
workers. 

Fourth, the social security charges paid by the employer have now become 
relatively so large (and in important respects invariant relative to earnings) 
that they may be considered a fixed element in labor costs per man. Rather 
than add new men when occasion requires, it is cheaper in unit labor costs 
to introduce overtime work and so spread the charges. With the marked post- 
war expansion in industrial production, excessive overtime has now become 
common practice. In addition, surviving legal restrictions against layoffs, 
coupled with strong union opposition to them, furnish another incentive for 
resorting to overtime.** 

Finally, wage uniformity, heavy social security charges, and restrictions 
against layoffs have worked together largely to destroy the traditional appren- 
ticeship system in the northern regions. The costs per apprentice are simply 
too high. Thus most of the youngsters are forced to seek work bereft of any 
skills or training, while at the same time shortages of skilled labor are common. 

To what extent labor cost has contributed to Italian unemployment, no one 
can say. However, these effects readily illustrate long-known theoretical re- 
lationships, and the specialists concerned with urban labor markets in the 
study considered labor cost a factor of high importance. This was also true 
of a number of other economists who were asked to respond to a Commission 
questionnaire. A similar view was expressed by the employer organizations. 
By contrast, the trade union officials looked upon wages solely as income and 
never as costs to be related to productivity, arguing that higher wages neces- 
sarily increase consumption, and in this way, investment and employment."* 


V. Remedies for Unemployment and Underemployment: 
in Course and Proposed 
Many of the measures to relieve unemployment that are now in effect are 
opportunistic and frequently uneconomic, intended to relieve extreme local 
“In the studies of Lombardy and the Venetias, the proliferation of small family enter- 
prises was observed—as a means of escaping social security levies and union wage scales, 
* See Vol. IV, pt. 3, 37, 48; pt. 4, 156, 166, 171, and passim. 
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situations without effecting required fundamental changes of a more long-time 
character. Thus in agriculture there are laws or other arrangements which 
require farmers to employ unneeded field hands and to rotate available work; 
also to make minimum “improvements,” usually as a fixed percentage of 
gross sales, which discriminates agau'st the more productive farms and usu- 
ally leads to investments ef low quality. Restrictions also exist against the 
use of farm machinery in some districts. In the sharecropping zones there are 
blocked contracts that tie the cultivators to their existing plots, making for 
inefficient use of both labor and land.’* In industry there are various restric- 
tions against layoffs, and in some cases prescribed ratios of unskilled to skilled 
labor. “To maintain employment,” government-controlled industrial plants 
are frequently kept in operation, despite continuing losses. Somewhat more 
efficient economically but still mainly temporary expedients are the agri- 
cultural work projects for road building, reforestation, and other labor- 
intensive schemes. 

Measures have also been taken to foster industrialization. In good part 
by means of foreign grants and loans, new plants have been built and old 
ones modernized, and railways, power plants, and communications recon- 
structed and expanded throughout the country. In behalf of the South in 
particular, the development of industry has been encouraged by special credits, 
exemption from duties on imported machinery and raw materials, tax conces- 
sions, modernization of plants in the IRI (state controlled) group, and assign- 
ment of one-fifth of government procurement outlays to southern firms.** 

There are also more basic public works programs directed mainly to agri- 
culture and particularly though not exclusively to the South. They include 
the ten-year development scheme of the $2.0 billion Fund for the South (Cassa 
per il Mezzogiorno), created August 10, 1950, and in 1952 allowed to obtain 
foreign loans for its investment projects. In scope, the Cassa projects include 
land reclamation, land purchase and redivision for intensive agricultural pro- 
prietorships, flood control and irrigation, provision of farm machinery and 
livestock, development of transpert and communications, formation of in- 
dustrial enterprises closely linked to agriculture, housing and sanitation, and 
expanded school facilities and vocational training. The Ministry of Agricul- 
ture has similar programs for agriculture in North and Central Italy. Alto- 
gether, these measures are the nexus of the attack on the structural problem, 
since their aim is to increase productivity and incomes in agriculture and to 
foster a more rapid expansion of the nonagricultural sector.'* 

Regarding future policy, the main theme of the essays on agriculture and 
on the southern regions is the imperative need promptly to raise value pro- 

* Gruppo di Lavoro, “I problemi dell’occupazione e della disoccupazione connessi con 
lagricoltura,” Vol. II, pt. 3, 44-47. 

“ These measures are discussed in the essays by de Meo and Vianelli on Campagna and 
Sicily. 

*In late 1954, the Italian Government proposed a broad new national development 
scheme to the OEEC, known as the Vanoni Plan: it envisages the investment (gross) of 
$56 billion over a ten-year period, to conquer unemployment over the entire national 


economy. The strategic factor is a rise in gross saving, augmented by about $4 billion to 
be obtained from abroad. 
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ductivity in agriculture. The key lies in increased investment—in public 
works embracing the surrounding environment, and in farming itself, in the 
form of equipment, seed and fertilizer, livestock, and improvements. Regard- 
ing these public works, the authors insist upon priority according to expected 
productivity, citing the highly successful results already achieved through 
flood control and irrigation. In their view, well-chosen public works can pro- 
vide large external economies for farming, so helping to invoke expansion 
of the nonagricultural sector, which in turn requires supplemental public 
works of its own (transport, power, communications, housing, and schooling). 
However, the sums required far exceed available local savings, while the proj- 
ects are for various reasons considered inherently suited to, if not dependent 
upon, public enterprise rather than private: the immediate risks are high and 
the returns relatively low; many schemes involve indivisible benefits; the 
South lacks an adequate private managerial bourgeoisie; and the state is 
better able to mobilize the necessary savings. Plainly, however, this approach 
calls for enforced diversion of the flow of national savings from the more 
productive North to the much more risky South. 

Thus it might be asked: why not concentrate savings in the North and move 
many of the southerners out of the South? In the view of the contributors, 
the condition of the South is too desperate to justify further delay, and the 
alternative of northward migration itself is too costly and too unpromising. And 
so they hold that the first step is to revitalize the South itself, which they 
believe can be done at lower social costs and in the doing will itself invoke 
more promising opportunities for migration north, while at the same time 
easing the need for it. I find myself quite in sympathy with this general 
position. 

Within farming itself, the preference is strong for projects of land redistribu- 
tion and reclamation, oriented towards the intensive production of fruits, 
vegetables, livestock, and industrial raw materials, and away from extensive 
cereal culture. Again, investment is the key, much of it from public sources. 
In addition, de Meo advocates the gradual liquidation of the high protective 
tariff on wheat, to induce the desired shift in farm output. 

There is no expectation that southern agriculture can absorb more people 
in employment. Hence along with efforts to raise farm incomes there is stress 
on the development of the nonagricultural sector, first in industries comple- 
mentary to agriculture, and second in production for expanding local markets, 
supplemented by a gradual increase of tertiary services. Generally, these pro- 
posals are thought of as piecemeal projects, though in his study of Sicily, 
Silvio Vianelli considers an over-all “econometric plan” absolutely necessary.’® 
Additional recommendations of the avthors are less sweeping: some urge that 
wage policy for field labor be altered, to reduce daily and hourly rates and 


“ Vianelli does not show why the input and output mixes obtained under such a plan 
would be optimal, or why what would result from a combination of piecemeal state 
interventions with private initiatives induced by developing markets would be inferior. 
In fact, such over-all planning would seem more suited to a static economy than to a 
spontaneously growing one with unpredictably changing substitutive relationships among 
both inputs and outputs. 
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so to induce greater use of field hands on year-round contracts. Also, some 
faith in emigration still survives, particularly for farm laborers transferred 
en bloc to new countries, under advance arrangements for colonial settlements 
on vacant lands. As for emigration in general, it has ceased to be viewed as 
a panacea and now is even recognized as a means of depriving the country of 
its skilled and most productive workers. 

For existing industry in general, which is of particular interest to the 
North, the proposals most commonly cited center on labor costs. in the 
studies of Lombardy and the Venctias there is strong emphasis on the pressing 
need for greater diversity in the wage structure, to recognize interfirm and 
local differences, and to restore former differentials for skill. The apprentice- 
ship system requires revival, by concession of lower pay scales and exemption 
from social security levies save for accident insurance. According to Luzzatto 
Fegiz, if the total burden of social security costs cannot be lowered, at least 
the system ought to be consoli“ated to simplify the employers’ accounts. A. 
Scotto thinks that the very costiy family allowance system ought to be closed 
to new claimants and gradually liquidated over the next twenty years. Relaxa- 
tion of layoff restrictions is also recommended, to permit greater use of tem- 
porary labor. Some also believe that the burden of industrial taxation is too 
great and too favorable to small family firms. The point is also made that the 
state diverts too great a portion of national saving to finance the losses of in- 
efficient firms, while private enterprises must pay interest rates of 10-15 per 
cent and small firms have difficulty in obtaining credit at all. Finally, in his 
essay on protection de Meo points to the duties on imports of iron and steel, 
which “preserve” employment in a highly inefficient industry by raising the 
cost of raw materials for the far larger and more efficient machine products 
and equipment industry, crippling its export and employment potential. 


VI. Conclusion 


Viewed in the large, the Commission studies attribute the troubles of the 
Italian economy to an inadequate and faulty development of structure, center- 
ing in insufficient capital formation and fostered and supplemented by uneco- 
nomic policies, both public and private. The chief effects are persistent and 
rather high unemployment and underemployment and low productivity and 
incomes generally. 

So far as labor supply is concerned, demographic pressure does not arise 
from a high rate of natural increase of population but from the influence of 
past birth rates on the present age distribution, which accelerates the c..rrent 
growth in the labor force. The demographic factor thus appears transitory. 
However, the problem of labor supply is augmented for the nonagricultural 
sphere by continuing displacement of workers from agriculture. Furthermore, 
the absorption of the increasing labor supply is made more difficult by the 
lack of skills and/or experience among most of the unemployed, and by the 
structure and advancing level of wage and social security costs. 

To increase the nonagricultural demand for labor, it is proposed both to 
expand the rate of capital formation and to redirect the flow of savings and 
investment more in favor of the South generally and of the agricultural sphere 
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in particular. In sum, then, the aim is to transform Italy from a primarily 
agricultural country into an economy more closely approaching the more 
highly industrialized parts of the Occident, while at the same time moderniz- 
ing agriculture itself. 

What is particularly interesting, and in a way challenging, is that the hope 
is to accomplish this transformation of Italy by means of private enterprise, 
augmented by much state intervention, operating within democratic political 
institutions and falling well short of the totalitarian planning practiced by 
Communists in similar socio-economic environments. If in the net the ap- 
proach lies well to the left of that followed by the American New Deal, and 
hence involves less resort to free enterprise than some would wish, it should 
not be forgotten that, compared with anything this country has ever faced, 
the Italian difficulties are much greater, far more urgent, and of a basically 
different order. There is general agreement among those in a position to know 
that a policy of drift would be fatal, that parliamentary democracy and private 
property itself in Italy may now be living on borrowed time. Given the exi- 
gencies, bold measures are appropriate. Against the encouraging background 
of Italy’s impressive recovery in production, the prospects for eventual con- 
quest of structural unemployment are favorable—if the right measures are 
courageously undertaken and sufficient time is allowed to carry them out. 


LEON WALRAS AND HIS ECONOMIC SYSTEM 
A Review Article 
By MiILTon FRIEDMAN* 


“Thus the system of the economic universe reveals itself, at last, in all its grandeur and 
complexity: a system at once vast and simple, which, for sheer beauty, resembles the 
astronomic universe.” Leon Walras.’ 


The appearance of William Jaffé’s loving translation of Leon Walras’ 
Elements of Pure Economics offers an excuse for re-examining that great work 
some eighty odd years after its original publication. Though in so far as this 
is a review, it is a review of Walras and not of Jaffé, I cannot refrain from 
prefacing it with a word of thanks to Jaffé for his translation, which is a 
model of its kind: careful, accurate, and marked throughout by an unobtru- 
sive attention to detail. His notes on the collation of editions are an important 
aid to research; his translator’s notes illuminate many points of the text as 
well as directing the reader’s attention to much recent writing that is relevant 
to its interpretation. 

Though I regard as somewhat extravagant Schumpeter’s judgment that, “so 
far as pure theory is concerned, Walras is . . . the greatest of all economists,’” 
there can be no doubt that the Elements is a great work which marked an im- 
portant step forward in the development of economics as a science, and which 
still plays an important role in economic thinking. It is well worth having a 
translation even at this late-date in order to make it more readily accessible both 
to the profession at large and particularly to students learning to become econ- 
omists: it belongs on their “five foot shelf.” The comments that follow deal 
with the book in this context, as a piece of living literatur., rather than with 
its role in the history of economic thought. 

On the broadest level of generality, there are two main themes in the 
Elements: the analysis of rareté, or marginal utility; and the theory of gen- 
eral equilibrium. Walras regarded the two as fitting together in one harmonious 
whole, which is certainly tenable; he also viewed the marginal utility analysis 
as indispensable for the study of general equilibrium, which seems much more 
dubious. The marginal utility analysis impresses the modern reader as “dated,” 
as important primarily in understanding the development of economic ideas 
rather than in directly extending his horizons as a scientist. For this reason I 


* The author is professor of economics at the University of Chicago. 
"Elements of Pure Economics, translated by William Jaffé, published for The American 
Economic Association and the Royal Economic Society. (Homewood, IIl.: Richard Irwin, 
1954. Pp. 374.) All subsequent page references not otherwise identified are to this volume. 
* J. Schumpeter, History of Economic Analysis (New York, 1954), p. 827. 
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shall discuss the marginal utility analysis first, in order to clear the ground 
for the theory of general equilibrium. 


I. Rareté 


Walras essentially completes his analysis of the “Theory of Exchange ot 
Two Commodities for Each Other,” the title of Part 2 of the Elements, before 


he introduces utility analysis at all. Prior to that point, he has derived demand | 


curves and offer curves, discussed their typical shapes, and considered the 
meaning of their points of intersection, distinguishing stable from unstable 
equilibria. These topics are described as revealing the “nature of exchange”; 
and utility curves are then introduced in order to examine “the cause” of ex- 
change. Similarly, at each successive stage in the analysis—the extension of 
the theory of exchange of two commodities to several commodities, and the 
expansion of the system to include successively production, capital formation 
and credit,’ and circulation and money— utility considerations strike the 
reader as something introduced rather artificially, as being on a different level 
from the rest of the analysis and capable of being extracted from it bodily 
without in any way altering its essence—a step that Cassel took in his refor- 
mulation of the Walrasian system. 

Yet this is clearly not the way it seemed to Walras or to his contemporaries, 
Jevons and Menger. Today, Walras’ primary contribution would surely be 
regarded as general equilibrium theory, of which at best only pale reflections 
can be found in Jevons or Menger; yet the three linked themselves together 
and were linked together by others as the pioneers of “marginal utility.” 


*As Jaffé remarks, the analysis of utility considerations in connection with the theory 
of capital formation and credit is in parts “obscure to the point of almost complete incom- 
prehensibility.” Jaffé gives an extensive reconstruction in an attempt to render the argu- 
ment intelligible in his translator’s note [2] to Lesson 27 (pp. 536-39). I find it difficult 
to accept this reconstruction in one important respect, namely, Jaffé’s interpretation of the 
argument as applying to a stationary state and his resulting assignment of an essential role 
to expenditures on the replacement of capital goods. I am inclined to go to the opposite 
extreme. It seems to me that Walras here, as elsewhere, thought initially in terms of 
capital goods that were permanent, required no maintenance or replacement, and gave 
rise to a permanent flow of services. The question he seems to me to be asking in the sec- 
tion at issue is: given a certain amount of productive power to be used in producing an 
additional set of permanent capital goods of this kind, what bundle of capital goods will 
produce the additional stream of consumer goods having the greatest utility. His proof 
is correct, provided one consistently treats the capital goods as permanent and interprets 
his differential coefficients or ratios between them as rates of substitution—which seems to 
me also required in Lesson 26 and to explain what puzzles Jaffé in his translator’s note 
[1] to that lesson (p. 533). The equations labeled [e] at the bottom of p. 297 are not 
simultaneously valid; they are alternatives, showing that if (A) is substituted for (T), 
and all other quantities are unchanged, the quantity of (A) acquired must equal in value 
the quantity of (T) given up; and so on for every possible pair. That this is intended 
seems to me even clearer from the wording of earlier editions. 

The tendency for Walras to work his argument out initially in terms of permanent 
capital goods requiring no replacement seems to me to explain also how the difficulty 
arose which Jaffé deals with in his translator’s note [3] to Lesson 27 (pp. 539-41). Having 
arrived at a result for this case, Walras generalized it without full proof to the case of 
nonpermanent capital goods, in the process making what Jaffé terms—correctly, I believe— 
a “slip.” 
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Walras writes as an italicized theorem, “The exchange of two commodities for 
each other in a perfectly competitive market is an operation by which all 
holders of either one, or of both, of the two commodities can obtain the 
greatest possible satisfaction of their wants consistent with the condition that 
the two commodities are bought and sold at one and the same rate of exchange 
throughout the market,” and goes on to say, “The main object of the theory 
of social wealth is to generalize this proposition. . .. We may say . . . that this 
proposition embraces the whole of pure and applied economics” (p. 143). 

It is hard now for us to understand why this marginal utility analysis 
should have been regarded as so vital and revolutionary. We can repeat the 
formulae of the histories of economic thought that it gave a meaningful solu- 
tion to the diamond-water paradox and so permitted demand to be assigned 
its proper role and the shackles of the cost of production or, even worse, labor 
theory of value to be overthrown. But I do not believe that such formulae 
carry real conviction or understanding. Partly, this is for the usual reason 
that an error, once pointed out, seems obvious to those who never held it, 
though it may have taken a real stroke of genius to discover the error and 
though simply pointing it out did not make it obvious to those who had the 
error imbedded in the fabric of their thought. But I suspect the main reason 
is quite different, namely, the change in our general philosophical and method- 
ological outlook that has been wrought, though by no means directly, by the 
developments in physical science, in particular, by the replacement of the 
physics of Newton by the physics of Einstein. Surely this is why a chapter 


title like that of Lesson 10, “Rareté, the Cause of Value in Exchange,” strikes 
us as an anachronism. 

The almost purely metaphysical role of rareté in Walras is brought out very 
well by his discussion of measurement: 


The above analysis is incomplete; and it seems impossible, at first glance, 
to pursue it further, because intensive utility, considered absolutely, is so 
elusive, since it has no direct or measurable relation to space or time, as 
do extensive utility [the quantity that will be taken at a price zero] and 
the quantity of a commodity possessed. Still, this diificulty is not insur- 
mountable. We need only assume that such a direct and measurable rela- 
tionship does exist, and we shall find ourselves in a position to give an 
exact, mathematical account of the respective influences on prices of ex- 
tensive utility, intensive utility and the initial stock possessed. I shall, 
therefore, assume the existence of a standard measure of intensity of 
wants or intensive utility ... (p. 117). 


In a modern writer, one would expect this to be followed by a statement that 
such an assumption, combined presumably with others, has observable impli- 
cations of a kind that will enable utility, though “it has no direct or measur- 
able relation to space or time,” to be assigned numerical values that are 
inferred from what are regarded as its manifestations. Walras, of course, does 
not take this line. He says nothing more on the subject and simply proceeds 
to take for granted that there is something called rareté which has numerical 
values that can be plotted, averaged, and so on, and can be identified with 
“satisfaction” in a sense that is relevant for welfare purposes. 
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In a way, Walras’ ready acceptance of the nonmeasurability by physical 
operations of his rareté is somewhat ironical. For, like ie other pioneers of 
marginal utility, he made a subsidiary assumption about utility functions that, 
if accepted, gives a relatively straightforward method of assigning numbers to 
utility. Walras throughout assumes that the total utility of a collection of 
commodities can be written as the sum of functions, each containing as a 
variable the quantity of only one commodity. Indeed, one gets the impression 
that it may well have been this feature of his utility function that was to him 
the main justification for regarding rareté as the cause of value in exchange; 
for rareté was “absolute,” depending only on the quantity of the one com- 
modity itself, whereas value in exchange was “relative,” the ratio of two such 
absolutes; and along the same lines, the utility curve for a particular com- 
modity was more fundamental, because a function of only one variable, than 
the demand function which had to be regarded as depending on several. How- 
ever, if a consumer’s preferences can be validly represented by a sum of one- 
variable functions, a convenient measuring rod for utility is at hand; one 
need only take the utility added by some specified unit of one commodity, say 
the utility added by the tenth slice of bread, as the basic unit, and the utility 
of all other commodities can be expressed in terms of it—essentially the pro- 
cedure that both Fisher and Frisch experimented with at a later date. 

The reason why this method of measuring utility has not been adopted is, 
of course, because a utility function consisting of a sum of one-variable func- 
tions has implications for consumer behavior that are contradicted by observa- 
tion, the most striking, perhaps, being the implication that the higher the 
income of a consumer, the more he will consume of every commodity separ- 
ately, i.e., that there are no inferior goods. Needless to say, Walras does not 
explore such implications, though he does record the corresponding implica- 
tion that a demand curve for one commodity is always negatively sloped for 
given amounts possessed of other commodities (which is equivalent to given 
money income and other prices). However, he asserts this (on p. 91) prior to 
introducing his marginal utility analysis, giving little justification for it, 
apparently because he regarded it as obvious. 

One must conclude, I think, that this part of Walras’ book has interest 
almost solely for the student of economic thought. In so far as utility theory 
plays a role in modern economic analysis, it does so in a more sophisticated, 
albeit empirically emptier, form than in Walras, though it should perhaps be 
recorded that there is much current literature that has not advanced beyond 
Walras in its understanding of the meaning and role of the measurability of 
utility. 


Il. The Theory of General Equilibrium 


Cournot writes in Chapter 11 of his Researches, 


So far we have studied how, for each commodity by itself, the law of de- 
mand in connection with the conditions of production of that commodity, 
determines the price of it and regulates the incomes of its producers. We 
considered as given and invariable the prices of other commodities and 
the incomes of other producers; but in reality the economic system is a 
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whole of which all the parts are connected and react on each other. An 
increase in the income of the producers of commodity A will affect the 
demand for commodities B, C, etc., and the incomes of their producers, 
and, by its reaction, will involve a change in the demand for commodity 
A, It seems, therefore, as if, for a complete and rigorous solution of the 
problems relative to some parts of the economic system, it were indispens- 
able to take the entire system into consideration. But this would surpass 
the powers of mathematical analysis and of our practical methods of cal- 
culation, even if the values of all the constants could be assigned to them 
numerically.* 


It is Walras’ great and living achievement to have constructed a mathemati- 
cal system displaying in considerable detail precisely the interrelationships 
emphasized by Cournot. Did he thereby show Cournot to be wrong in suppos- 
ing that the task surpassed the powers of mathematical analysis? I believe 
not. For there is a fundamental, if subtle, difference between the task Cournot 
outlined and the task Walras accomplished; an understanding of this differ- 
ence is essential to an assessment of both the positive contribution of Walras 
and the limitations to that contribution; and failure to recognize the differ- 
ence seems to me a primary source of methodological confusion in economics. 
It is clear from Cournot’s references to “practical methods of calculation” and 
to the assignment of numerical values to constants that the “rigorous solu- 
tion” he had in mind was not a solution “ in principle,” but a numerical 
solution to a specific problem, His goal was an analysis that would, given the 
relevant statistical material, yield specific answers to specific empirical ques- 
tions, such as the effects of a specified tax on a specified product; answers 
that could be confronted by observation and confirmed or contradicted. And 
surely there can be little doubt that a “complete and rigorous solution” of this 
kind does “surpass the powers of mathematical analysis and of our practical 
methods of calculation” even today despite the enormous advances in methods 
of calculation. Cournot was quite right that for his problem a “complete and 
rigorous” solution was out of the question, that the thing to do was, “while 
maintaining a certain kind of approximation, .. . to carry on. . . a useful 
analysis.’”® 

Walras solved a different, though no less important, problem. He emptied 
Cournot’s problem of its empirica! content and produced a “complete and 
rigorous” solution “in principle,” making no pretense that it could be used 
directly in numerical calculations, His problem is the problem of form, not of 
content: of displaying an idealized picture of the economic system, not of 
constructing an engine for analyzing concrete problems.* His achievement 


* Augustin Cournot, Researches into the Mathematical Principles of the Theory of Wealth 
(1838), transl. by Nathaniel T. Bacon (New York, 1897), p. 127. 

[bid., pp. 127-28. 

* Walras comments that “when we pass from the realm of pure theory to that of applied 
theory or to actual practice, . . . the variations in the unknown quantities will be effects 
of either the first or the second order, that is to say, effects which need or need not be 
taken into consideration, according as they arise from variations in the special or the 
general data” (pp. 307-8; see also similar comment on p. 431). In a translator’s note, 
Jaffé cites this sentence as evidence that I “drew too sharp a contrast between Marshall 
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cannot but impress the reader with its beauty, its grandeur, its architectonic 
structure; it would verge on the ludicrous to describe it as a demonstration 
how to calculate the numerical solution to a numerically specified set of equa- 
tions. The difference is brought out clearly by the further developments along 
Walras’ line that have been—and rightly—regarded as improvements in his 
system. These have all consisted in making the system still more general and 
elegant, in eliminating empirically specializing assumptions. The clearest 
example is, of course, in the theory of production: Walras assumed constant 
coefficients of production, recognizing that this was an “approximation” and 
in later editions suggesting the route to generalize the analysis. Pareto gen- 
eralized Walras’ solution to cover variable as well as constant coefficients of 
production. The recent reintroduction of the assumption of constant coeffi- 
cients of production in connection with input-output analysis has not been a 
further development of Walras’ pure theory. It has rather been an attempt— 
so far largely unsuccessful—to use Walrasian constructs in solving Cournot’s 
problem. 

Emphasis on pure form has an important role to play in economics in two 
rather different respects. One, the easier to specify, is the role of mathematics 
or pure logic in general, namely, to help us to avoid contradictory statements 
—to avoid mistakes in arithmetic, as it were. This role is immediately recog- 
nized and granted, and for that reason tends to be passed over rapidly; yet it 
deserves to be emphasized how many, how important, and sometimes how 
difficult to detect, are the fallacies in economics of this kind; fallacies that 
consist in the assertion that contradictory statements are simultaneously valid, 
that we can have our cake and eat it too. The ability to think clearly and 
exactly is a scarce resource for which, unfortunately, there seems no adequate 


and Walras” in my article “The Marshallian Demand Curve,” Jour. Pol. Econ. Dec., 1949, 
LVII, 463-95; reprinted in my Essays in Positive Economics (Chicago, 1953), pp. 47-99. 
He goes on to say, “There one gets the impression that Walras’s sole preoccupation was 
the achievement of ‘abstractness, generality and mathematical elegance’ (p. 490), while 
Marshall sought ‘an engine for the discovery of concrete truth.’ A more valid and im- 
portant distinction between Walras and Marshall resides in the fact that the former always 
took great care not to confuse pure theory with applied theory, while the latter gloried in 
fusing the two” (p. 542). 

In his final sentence, Jaffé speaks like a true Walrasian in methodology. One first con- 
structs a pure theory, somehow on purely formal considerations without introducing any 
empirical content; one then turns to the “real” world, fills in the empty boxes, assigns 
numerical values to constants, and neglects “second-order” effects at this stage. As I have 
argued extensively elsewhere [particularly in “The Methodology of Positive Economics” 
and “Lange on Price Flexibility and Employment: A. Methodological Criticism,” both in 
my Essays, pp. 3-43, 277-300, the latter reprinted from this Review, Sept., 1946, XXXVI, 
pp. 613-31], this seems to me a basically false view. Without denying the importance of 
what Jaffé and Walras call ‘‘pure theory” (see my comments below), I deny that it is the 
whole of “pure theory.” More important in the present context, two largely parenthetical 
comments in the Elements to the effect that second-order effects will have to be or can 
be neglected in application seem a rather thin basis on which to claim that Walras was 
concerned with the construction of “an engine for the discovery of concrete truth.” As I 
argue in the text, I remain of my original opinion; indeed, I am confirmed therein by the 
careful rereading of Walras to which I was led by the request to write this article, by 
Jaffé’s critical comment, and by similar comments in reviews of my Essays. 
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substitute. Walras’ discussion of bimetallism (Lessons 31 and 32) and of 
Ricardo’s and Mill’s theories of rent and wages (Lessons 39 and 40) are 
excellent examples, largely peripheral to his own general equilibrium theory, 
of how useful emphasis on pure form can be. By translating vague statements 
into symbolic form and using very elementary mathematics indeed, Walras is 
able to clear away much irrelevant material, show that some widely accepted 
statements are mutually contradictory, and specify the conditions under 
which others are valid. 

The other respect in which emphasis on pure form has an important role to 
play is in providing a language, a classificatory scheme to use in organizing 
materials—labels, as it were, for the compartments of our analytical filing box. 
This is Walras’ great contribution. His general equilibrium system gives a 
bird’s-eye view of the economic system as a whole, which has not only an 
extraordinary aesthetic appeal as a beautifully articulated abstraction but 
also a utilitarian appeal as providing relevant, meaningful, and mutually ex- 
haustive categories. This bird’s-eye view rests fundamentally on two dichot- 
omies: between services and sources of services or between income and capi- 
tal; and between the markets for consumer services or goods and for produc- 
tive services or goods. A third dichotomy might almost be added: between 
entrepreneurs and consumer units, though this seems somewhat less funda- 
mental. Each consumer unit and entrepreneur is conceived as operating in 
both markets: in terms of markets for services, a consumer unit sells produc- 
tive services of the capital sources he owns in the resource market and buys 
consumer services in the consumption market; an entrepreneur buys produc- 
tive services in the resource market and sells consumer services in the con- 
sumption market either directly or indirectly. The distinction between markets 
thus leads naturally and directly to the distinction between demand and 
supply. 

This classificatory scheme is developed in considerable detail, with extra- 
ordinary skill and ingenuity, great attention being devoted to showing, or 
attempting to show, that it is internally consistent and exhaustive (i.e., that 
the system of equations has a solution that tends to be attained and main- 
tained by the operation of market forces). I have described this analysis as 
involving emphasis on pure form, which I think in a meaningful way it does. 
Yet I do not mean thereby to imply either that it lacks importance for eco- 
nomics as a substantive science, or that empirical considerations play no role 
in its construction and use. Quite to the contrary. Walras’ picture is not pure 
mathematics but economics precisely because it was constructed to provide a 
framework for organizing substantive material of an economic character; the 
classifications it employs reflect a judgment about the empirically important 
characteristics of the economic structure; the usefulness of the picture, though 
not its logical coherence, depends on the exten to which this judgment is con- 
firmed by experience. One cannot read Walras, it seems to me, without recog- 
nizing that he was an economist first and a mathematician and logician 
second; he accomplished what he did not because he was a mathematical 
genius but despite inferior mathematical equipment—reading the Elements 
gives no reason to doubt the fairness of the examiners who failed him twice in 
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the mathematics examination for entry to the Ecole Polytechnique.’ In some 
ways, indeed, “despite” might perhaps be replaced by “because.” Walras’ 
necessity to work things out rather cumbrously, from the simplest cases to 
the more complicated, must have forced him to give much more attention to 
the economic significance and meaning of his categories than he would have if 
he had been able to proceed on a still higher level of abstraction. I hasten to 
add that I do not mean to be urging that bad mathematics is better than good 
but only that each task requires its own tools. A hand spade may well be 
better than a modern steam shovel for some kinds of work; pure mathemati- 
cians are notoriously bad at simple arithmetic. 

Though emphasis on form can and does play a vital role in economic analy- 
sis, it can also be mischievous if it is not illuminated by empirical judgment 
and understanding. An excellent example is Walras’ utility analysis of savings. 
This analysis was first introduced into the fourth edition, which appeared in 
1900, about a quarter of a century after the first edition. In this edition, 
Walras yielded to the temptation, which has claimed so many lesser men, of 
treating “savings” like a consumer good and simply carrying over mechani- 
cally the formal analysis applicable to consumer goods. So he defines a com- 
modity (E) consisting of a perpetual net income stream, a unit of (E) being 
one unit of mumeraire per unit of time indefinitely, writes down for each indi- 
vidual a marginal utility function for (E), and regards him as possessing a 
certain quantity of (E) and maximizing his utility subject to a budget con- 
straint which includes expenditures on (E) along with expenditures on other 
commodities. He regards this process as yielding a demand function for (E) 
like other demand functions (pp. 274 and 275). 

In symbols, this looks like a simple extension of Walras’ general analysis 
and one is led to ask why it was that he did not discover this obvious yet 
important extension for a quarter of a century. But the moment one digs be- 
neath the symbols and asks why, as economists, we regard it as important to 
distinguish savings from current consumption, it becomes clear that Walras’ 
procedure is fallacious and involves precisely the kind of confusion between 
stocks and flows that Walras elsewhere so carefully avoids and indeed under- 
lines. I can perhaps illustrate this best by Walras’ utility function for (E) 
which, in deriving the demand curve, he writes as 


®.(ge + d,) 


where gq, is the initial quantity of (E) possessed, d,, the quantity purchased 
or sold during the time unit in question. Now gq, and d, are of different dimen- 
sions and cannot be added: q, is the number of units of (E) that the individual 
possesses, i.e., the number of units of mumeraire per unit of time that the indi- 
vidual can receive indefinitely if he so chooses—for simplicity, let us say the 
number of dollars per year that is yielded by his existing stock of wealth; d, 
is the number of dollars per year that he is going to add to this flow as income 
on the savings he accumulates during the time period in question (see p. 117), 
say a year, so that savings during that period are p,.d., where p, is the price of 
‘I am indebted for this tidbit to Richard S. Howey, The Rise of the Marginal Utility 
School, 1870-1889, unpublished Ph.D. dissertation at the University of Chicago, 1955. 
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a dollar a year indefinitely. In other words, g, is of the dimension of dollars 
per year; d,, of the dimension of dollars per year per year. Let the time period 
in question be half a year instead of a year; the same numerical value of d, 
means that he saves twice as large a fraction of his income. g, and d, simply 
cannot be added: an individual will not be indifferent, as Walras’ equation 
implies that he is, between a situation in which he starts with an income of 
$10,000 a year and adds $100 a year income to it by saving $2,000 during the 
year in question, which means that the rate of interest is 5 per cent, and a situa- 
tion in which he starts with an income of $9,700 a year and adds $400 a year 
to it by saving $8,000 during the year in question, Savings cannot be assimi- 
lated directly to current consumption, precisely because their whole function is 
to provide a stream of consumer services. 

In the earlier editions of the Elements, Walras made no attempt to derive 
the demand for savings from utility analysis. He simply wrote down as an 
empirical datum an individual savings function, and noted, quite co-rectly, 
that in order to derive it from utility considerations it would be necessary “to 
consider utility under a new aspect, distinguishing present utility from future 
utility.”"* This was no oversight and the change in the fourth edition no 
belated discovery of a neglected truth. Surely, the explanation must be that 
when Walras made the change in the fourth edition, he no longer had his 
system and its meaning and its role in his bones the way he did when he 
developed it; he was taken in by considerations of pure form; the substance 
which the form was to represent was no longer part of him. It would be hard 
to find a better example of the nonsense to which even a great economist can 
be led by the divorce of form from substance. 


III. Conclusion 


Walras has done more than perhaps any other economist to give us a frame- 
work for organizing our ideas, a way of looking at the economic system and 
describing it that facilitates the avoidance of mistakes in logic. It is no deroga- 
tion of this contribution to emphasize that it is not by itself enough for a 
fruitful and meaningful economic theory; division of labor is appropriate in 
economic theory too, Economics not only requires a framework for organizing 
our ideas, it requires also ideas to be organized. We need the right kind of 
language; we also need something to say. Substantive hypotheses about 
economic phenomena of the kind that were the goal of Cournot are an essential 
ingredient of a fruitful and meaningful economic theory. Walras has little to 
contribute in this direction; for this we must turn to other economists, notably, 
of course, to Alfred Marshall. 

The large and substantial immediate rewards from Walras’* concentration on 
form; the prestige and intellectual appeal of mathematics; the difficulty of 
making experiments in economics and the consequent laboriousness and seem- 
ing unproductiveness of substantive work devoted to filling in our analytical 
filing boxes—all these have combined to favor the Walrasian emphasis on 
form, to make it seem not only an essential part of a full-blown economic 


* Jaffé’s Collation of Editions, note {k] to Lesson 23, p. 587; my translation from Jaffé’s 
quotation in French. 
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theory, but that economic theory itself. This conception—or misconception— 
of economic theory has helped to produce an economics that is far better 
equipped in respect of form than of substance. In consequence, the major work 
that needs now to be done is Marshallian rather than Walrasian in character— 
itself a tribute to Walras’ impact. 

I am tempted, in concluding this rather discursive cominentary, to para- 
phrase Mill’s comment that “A person is not likely to be a good economist 
who is nothing else.”*® A person is not likely to be a good economist who does 
not have a firm command of Walrasian economics; equally, he is not likely 
to be a good economist if he knows nothing else. 


* From On Comte, p. 82, as quoted by Alfred Marshall, Principles of Economics, 8th ed., 
(London, 1920), p. 771. 
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REVISION OF NATIONAL TRANSPORT 
REGULATORY POLICY 


A Review Article 


By James C. NELSoN* 


No major change in transport regulatory policy has occurred since the 
Motor Carrier Act of 1935 and the Transportation Act of 1940 were enacted 
to regulate competition between domestic motor and water carriers and the 
railroads. Controls over entry and prescription of minimum rates were the 
prime tools. The rails led in persistent advocacy of that regulatory policy 
because they were suffering low traffic and earnings as the result of depression 
conditions and the rise of competing transport means. But somehow that plan 
of regulation has backfired. The rails now are advocating more rate competi- 
tion in transport, whereas truck and water lines, many of whom earlier had 
not favored extension of regulation, are now opposed to basic change in pres- 
ent regulated competition. What has happened in the meantime? 

Several developments have been building a case for a fundamental review 
of regulation. First, long-term technological substitution has reduced the rail 
shares of total intercity passenger-miles and ton-miles from 90 per cent or 
more to only about 6 and 50 per cent respectively. Regulation has not slack- 
ened the decline in the role of the railroads. Secondly, projected large-scale 
investment of public funds in interstate highways, inland waterways and the 
St. Lawrence Seaway has further increased the railroads’ feeling of insecurity 
under regulation of competition. Thirdly, except for less aid to trunk airlines, 
little progress has been made in adjusting user fees on a sound economic basis 
or in establishing such fees for use of public airway and waterway facilities. 
Fourthly, the railroads have become greatly discontented with postwar rate 
regulation. They have been held to low rates of return compared with other 
industries and have often been blocked in their attempts to reduce particular 
rates to hold or attract traffic. Finally, two world wars have emphasized the 
standby essentiality of almost all rail facilities in a way that makes continual 
traffic-share declines and low earnings of concern to the public. 

These pressures prompted President Eisenhower to establish a Cabinet 
Committee in July 1954 to review federal transportation policies and prob- 
lems. Whether economists can subscribe to the full bill of particulars of the 
rails against current policies or all of the legislation recommended by that 
Committee, it is clear that a full cycle of experimenting under depression and 
prosperity conditions has taken place; and few fundamental problems have 
been solved. The rail problem persists even in prosperity; the Interstate 


* The author is professor of economics and transport, Washington State College. 
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Commerce Commission has almost broken down with administrative detail 
and perhaps untenable regulatory tesks; shippers are raising questions con- 
cerning inefficiencies caused in part by regulation for which they have to pay; 
and private transport, as in England, has grown as a shipper defense against 
the high cost of common carrier transport. Can it be that regulatory policy 
has been fundamentally on the wrong track, influenced by the myopia of the 
depression 1930’s and overemphasis on security? Has regulation repressed 
competition too much? 


I. Competitive Emphasis in Policy Proposals 


The Report of the Presidential Advisory Committee on Transport Policy 
and Organization’ concludes that “government policy holds regulated com- 
petitive forces within a tight rein” notwithstanding the rapid growth and 
current pervasiveness of competitive elements in transport and the destruction 
of much of the monopoly element that had prevailed in the common carrier 
industry in past decades. Hence, the Committtee calls for a restatement of 
national transportation policy and recommends severai specific changes in the 
methods and standards of regulation. The purpose is to permit competitive 
forces in rate-making to become an effective tool for promoting technological 
innovation and for accomplishing a more economic traffic division, more effi- 
cient and low-cost transport services, a financially strong system of common- 
carrier transportation, and transport supply adequate for war purposes. 

The proposed new declaration of national transportation policy evidences 
those purposes, as follows: 


1. To provide for and develop, under the free enterprise system of dy- 
namic competition, a strong, efficient and financially sound national trans- 
portation industry by water, highway, and rail, as well as other means, 
which is and will at all times remain fully adequate for national defense, 
the Postal Service and commerce; 

2. To encourage and promote full competition between modes of trans- 
portation at charges not less than reasonable minimum charges, or more 
than reasonable maximum charges, so as to encourage technical innova- 
tions, the development of new rate and service techniques, and the in- 
crease of operating and managerial efficiency, full use of facilities and 
equipment, and the highest standards of service, economy, eificiency and 
benefit to the transportation user and the ultimate consumer, but 
without unjust discrimination, undue preference or advantage, or undue 
prejudice, and without excessive cr unreasonable charges on noncompeti- 
tive traffic; 

3. To cooperate with the several States and the duly authorized officials 
thereof, and to encourage fair wages and equitable working conditions; 
4. To reduce economic regulation of the transportation industry to the 
minimum consistent with the public interest to the end that the inherent 
economic advantages, including cost and service advantages, of each mode 
of transportation, may be realized in such a manner so as to reflect its 
full competitive capabilities; and 


* Revision of Federal Transportation Policy, a Report to the President, prepared by the 
Presidential Advisory Committee on Transport Policy and Organization (Washington, 
D.C., April 1955). Technical details have been omitted in this review for lack of space. 
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5. To require that such minimum economic regulation be fair and impar- 
tial, without special restrictions, conditions or limitations on individual 
modes of transport. 

The central idea of the proposed policy, as stated explicitly by the Com- 
mittee, is that no board can determine the economically right sphere for each 
transport agency and type of carrier. This must necessarily be determined in 
the market place. Transport markets must be allowed to operate so that the 
choices of shippers, traders and ultimate consumers will determine the division 
of traffic. 

Several aspects of the present national transportation policy would be 
retained. An important one is the requirement of fair and impartial regulation 
with due regard for the inherent advantages of each agency. However, the 
proposed policy would specify those standards more explicitly. Thus, fair and 
impartial regulation would mean minimum control, permitting each mode to 
compete on the basis of its own costs and services. And low costs would be 
considered a prime inherent advantage of any agency. The needs of commerce, 
nation. defense and the postal service are retained as over-all general objec- 
tives. And the mandate to render services without unjust discrimination and 
undue preferences is also preserved. Finally, cooperation with the several 
states and encouragement of fair wages and working conditions are other 
features retained. 

A welcome change in the proposed policy is the omission of standards 
responsible for serious dissatisfaction with existing regulation. No longer 
would regulation promote “sound economic conditions in transportation and 
among the several [regulated] carriers,” or “maintenance of reasonable 
charges for transportation services, without . . . unfair or destructive competi- 
tive practices.” And the vague idea of “coordinating” the transport system by 
regulation would also largely be deleted. The abandonment of those concepts 
appears intended to rule out continued use of regulatory controls to prevent 
full competition in rates. Sound economic conditions in transport are hard to 
define. There has been a tendency to regard rate competition as inherently 
promotive of unsound conditions if rate competition was vigorous, if intro- 
duced by independent action of carriers, or if initiated by railroads. In short, 
official attitudes concerning the concept of “chaotic markets” have changed, 
and the tendency of minimum rate regulation to protect high-cost agencies or 
firms from competition of low-cost agencies or firms has finally been recog- 
nized. 

II. Relaxed Standards of Rate Control 


It is mainly through changing the standards of rate control that the pro- 
posed policy would be given effect. Although the general pattern of rate regu- 
lation would not be altered, the Cabinet Committee proposes drastic changes 
in the standards of minimum rate regulation and important ones in standards 
with respect to the rate level and long-and-short-haul discrimination. 

The most significant rate-control proposal calls for less interference with 


'. rate-cutting. The Committee would limit the fixing of minimum rates to cases 


where rates freely filed by carriers can be shown as not compensatory, that is, 
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“when they fail to cover the direct ascertainable cost of producing the serv- 
ice to which the rates apply.” 

The economic sense in the out-of-pocket-cost standard as a test for mini- 
mum rates under conditions of excess capacity poses a question as to why 
such an accepted principle in pricing requires emphasis after so many years of 
minimum rate regulation. The Committee’s answer is that such regulation in 
interagency cases has in fact prevented low-cost carriers from quoting rates 
based on their own costs. Thus, “carriers, notwithstanding demonstrated 
lower costs, are permitted to do no more than to meet the competition facing 
them which, with some exceptions, means to name the same rate regardless of 
cost relationships.” The recommended standard seeks to assure that rates will 
be “allowed to reflect cost advantages whenever they exist and to their full 
extent.’”” Closely related recommendations are those to shorten the Com- 
mission’s suspension power from seven to three months and to place the 
burden of proof of possible unlawfulness upon the carrier seeking suspension 
of a competing carrier’s rates. Those changes would lessen delays in reducing 
rates and protect carriers seeking to give effect to their full economic capabili- 
ties “from unwarranted attacks by competitors and shippers on their pricing 
adjustments.” Since suspension has frequently been granted when requested 
by motor-carrier rate bureaus when members have filed rate reductions inde- 
pendently, another effect might be to prevent carriers acting in concert from 
earning unwarranted profits from government support of rate bureau actions. 

Three other rate control changes are proposed. One seeks to minimize de- 
lays in deciding rate level cases and to discourage an alleged ICC tendency 
to substitute its judgment for management’s as to which of alternative rate 
levels will be most profitable to the railroads. Thus, the Committee suggests 
repeal of the statutory rules of rate making, particularly the directive that the 
ICC consider “the effect of [proposed] rates on the movement of traffic by 
the carrier or carriers for which the rates are prescribed.” This should speed 
rate cases by limiting the issue to the revenue needs of the carriers, leaving 
problems of maintaining rate relationships to the carriers, subject to sub- 
sequent complaint to the ICC. Obviously, the ICC’s opportunity to sub- 
stitute its judgment on the elasticity of demand for that of the carriers would 
be restricted. The Committee believes that competition would generally pre- 
vent carriers from charging excessive rates. If it did not, the power to fix 
maximum rates would still be available to the ICC. Shipping groups may 
strongly oppose elimination of the rules of rate making, for they have re- 
garded the mandate to consider “the effect of rates on the movement of traffic” 
a safeguard against high rates. Many shippers would not like having to press 
cases to correct rate inequities after rate-level changes have taken place rather 
than before regulatory consent has been given. 

Although the Cabinet Committee points out that under its proposals dis- 
crimination would continue to be controlled as in the past, significant relaxa- 


*See Petroleum between Washington, Oregon, Idaho, Montana, 234 L.C.C. 609 (1939); 
Petroleum in North Pacific Coast Territory, 291 L.C.C. 101 (1953) and 292 LC.C. 317 
(1954); and the decision of the U. S. District Court for the District of Oregon in Civil 
No. 7278, March 3, 1955. 
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tion of place discrimination controls is recommended. The principal change 
would weaken long-and-short-haul discrimination control. The Committee 
would strike from the law the requirement of advance ICC approval for charg- 
ing through rates greater than aggregates of intermediate rates and for charg- 
ing less for longer than for shorter distances “if necessary to meet actual com- 
petition and the charge is not less than a minimum reasonable rate.” The Com- 
mittee states that competition exists between stations in varying degrees; 
hence, when the rails must maintain no higher rates on short than on long 
hauls, they cannot reduce their long-haul rates to meet water competition ef- 
fectively without needlessly sacrificing revenues on the shorter hauls. The 
Committee observed that the right to meet competition as proposed would not 
create discrimination because competing water service is available at the 
ports but not at inland rail points. If “economic interests” or inland areas were 
subjected to “undue disadvantages,” the Committee suggests that relief might 
be obtained from the general provision against undue discrimination in 
Section 3. 

As the proposed relaxation of Section 4 virtually amounts to its elimination 
from the Interstate Commerce Act, strong opposition will be expressed, as 
also occurred during the 1930’s when the rails sought its repeal. The ICC 
will probably not favor repeal but only some relaxation.* Motor and water 
carriers object to low intermediate- or long-haul rail rates designed to meet 
competition selectively and effectively. And with development appetites 
whetted by rising industry and population, the Intermountain cities such 
as Spokane and Salt Lake City will again struggle against greater rail freedom 
to engage in long-and-short-haul discrimination affecting them. Though the 
case of inland shippers may have been weakened by their increasing employ- 
ment of trucks while expecting railroads to continue to give up their oppor- 
tunity to compete effectively for traffic, the greater utilization of railroad 
capacity today compared with earlier periods would seem to make questionable 
any return to general long-and-short-haul discrimination (except for circuitous 
lines). 

Finally, the Committee proposes less reguiatory discouragement of lower 
rates for volume shipments when based on reductions of cost per car or for 
quantities larger than a carload. This would allow rail, water and pipeline car- 
riers to pass on to the public greater cost savings from heavy long-distance 
and large-scale shipments and to offer lower rates as shipper incentives for 
arranging shipments for most economical handling and carriage. It is of in- 
terest that the highly controversial “agreed rates,” as eect in Great 
Britain, were not mentioned.* 

Clearly, the suggested rate standards would relax both minimum rate and 
discrimination controls while leaving the maximum rate power unchanged ex- 


* See Traffic World, May 7, 1955, pp. 21-22 and 66-67. 

“ Agreed rates or charges are made by individual contract between railways and shippers. 
A weighted average rate is agreed upon for the shipments of a single commodity (all com- 
modities in at least one case) by one shipper in a given area. Many agreements require a 
shipper to give a stated percentage or all of his traffic in that commodity and area to the 
railway, although simple agreement rates do not. 
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cept for deletion of the rules of rate making. Whether control of maximum 
rates can be effective under those circumstances will be subject to much de- 
bate. However, since greater reliance upon managerial judgment and competi- 
tive forces should bring improved services, lower costs and rates and other 
benefits to the public, relaxing control over minimum rates and limiting it to 
cases of truly ruinous competition are steps in the right direction. Even with- 
out strong subsidy justification for allowing railroads greater freedom to pro- 
tect themselves in pricing, minimum rate regulation that holds an umbrella 
over high-cost carriers should not be continued. The contemplated use of the 
minimum rate power only to eliminate uneconomically low rates would facili- 
tate traffic flows over the most efficient carriers, lessen the burden upon the 
ICC, and save much regulatory expense over the long run. 

The full implications of the proposed rate standards upon customary rate 
relationships as between commodities, producing areas and markets are diffi- 
cult to evaluate. The Section 2 prohibition of personal discrimination and 
the control of unjust discrimination under Section 3 would continue. Continu- 
ing market competition and the influence of regulation should cause carriers 
to maintain many existing rate relationships. Additional long-and-short-haul 
discrimination would probably occur, though the greater availability of alter- 
native transport than before the first world war (assuming continued separa- 
tion of ownership of transport agencies) should prevent such discrimination 
from being damaging to interior locations in many cases. No doubt the rail- 
roads would be more willing to cut rates since the lesser emphasis on rate 
equality would enable them to limit reductions to selected competitive traffic. 
The Committee’s assumption is either that today’s competition is suffi- 
ciently pervasive so that selective rate cutting will not tempt carriers to dis- 
criminate in monopoly areas or that shippers may have to give up some 
degree of equality in rate relationships in order to have a healthy, energetic, 
efficient and low-cost rail service as a whole. Greater rate competition should 
eventually diminish commodity discrimination by hastening adoption of a rate 
structure based on cost of service rather than the outworn concept of value of 
service. Though some locational adjustments may take place because of al- 
tered spatial rate relationships and lessened commodity discrimination, it is 
difficult to comprehend how best use of transport investment can be achieved 
without allowing readjustment of rate structures more in accordance with 
cost.° 


III. Competitive Organization of Transport Industries 


Except for repeated emphasis upon the competitive organization of modern 
transport, the Cabinet Committee says almost nothing about regulation di- 
rectly affecting the economic organization of transport industries. There are 
no explicit proposals to encourage or discourage rail ownership of air, truck 
and water lines, although the proposed policy’s requirement favoring elimina- 


*See G. J. Ponsonby, “Towards a New Railway Charges Policy,” Jour. Inst. Transport, 
Sept. 1954, XXV, 427-33; Report of Royal Commission on Agreed Charges, W. F. A. 
Turgeon, Commissioner (Ottawa, 1955), pp. 39-46; and “Towards Competitive Railways,” 
The Economist, March 26, 1955, pp. 1105-6. 
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tion of “special restrictions . . . on individual modes of transport” might be 
interpreted as a directive to the ICC to relax limitations upon rail use of 
trucks. As emphasis is strongly upon “full competition between modes of trans- 
portation,” relaxation of legislative bars to cross-agency unification of control 
and mergers would not be logical. Tke Cabinet Committee apparently did not 
endorse the latent rail interest in interagency integration. Nevertheless, the 
American Trucking Associations, Inc. has argued that “the report . . . so 
rewords national transportation policy as to enable the financially powerful 
railroads to move into ownership and operation of competing forms of trans- 
portation.” However, it is doubtful that the ATA can be sustained in that 
dire implication of the proposed policy. For the standards of Section 5 re- 
garding ICC approval of mergers and the Panama Canal Act prohibitions 
against rail ownership of competing water lines would still stand. And ICC 
administration of interagency unifications gives slight cause for alarm. What 
the ATA may really fear is the inability of long-distance truck lines to meet 
the competition of the rails should the latter ever drastically reduce their 
high value-of-service rates on long hauls to close approximation with rail unit 
costs. Such rail rate competition would tend merely to restrict trucking in 
traffic areas in which trucks are now marginal or submarginal. Substantial 
alteration in the many-firm characteristic of trucking seems unlikely. Opposi- 
tion to rate competition based on lower costs when capacity of the low-cost 
agency is adequate involves supporting a wasteful allocation of resources in 
disregard of the public interest in low rates. 

Nevertheless, the Cabinet Committee can be charged with some incon- 
sistency in its stand emphasizing competition and a minimum of economic 
regulation. For no mention is made of the possible desirability of freeing 
regulated motor and water carriers from entry restrictions to give greater com- 
petition against the railroads. The Committee’s reference to operating-au- 
thority control is limited to tighter definitions of some classes of carriers and 
to the exempt-carrier problem. The Committee recommends drawing a sharper 
line between true private carriage and common and contract carriage, placing 
for-hire carriers parading as private carriers under entry and rate contro’s. 
The Committee also would sharpen the line between contract and common 
carriage by limiting contract carriers to the equivalent of bona fide private 
carriage. Finally, the Committee would draw a more definite line between 
unregulated and regulated shipping associations and would repeal the bulk- 
commodity exemption for water carriers. The effect would be to extend regula- 
tion. The Committee’s great emphasis upon the essentiality of common carriage 
explains this conflicting interest in extending regulation. Common carriage is 
regarded as superior because common carriers publish rates, “serve all of 
the public without discrimination,” and their contribution is greater in time 
of war since they can operate at fuller utilization rates and since the rail- 
roads normally maintain greater excess capacity. It is argued that carriers 
not legitimately operating as private or contract carriers or not under ap- 
propriate regulation “undermine the common carrier transportation system 


“Transport Topics, May 9, 1955, p. 6, and May 16, 1955, pp. 29 and 74. 
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which must bear the main burden of the Nation’s transportation requirements 
in peace and war.” 

Although much can be said in support of the superiority of common-carrier 
service, the long-term trend has been away from dependence upon common 
carriers as technology has changed and highways have improved. The question 
can therefore be raised: Why do common carriers need protection from the 
competition of private, contract or unregulated transportation if common- 
carrier organization is inherently more efficient? Unfortunately, the Cabinet 
Committee did not fully articulate the grounds for limiting private, contract 
and unregulated motor and water carriage. At this juncture, the Committee 
appears to retain some reliance upon regulation with which its emphasis on 
competition is in conflict. Perhaps the best explanation is that the Committee 
is strongly impressed with the common-carrier service obligations of the 
railroads, their actual record of meeting such obligations by hauling all types 
of traffic and satisfying wartime and other peak needs, and the large share of 
the common carrier traffic still carried by the railroads. Even so, the question 
is whether common carriers will find greater long-run security in further re- 
striction of private, contract and exempt carriage or in meeting competition 
from those sources. 

Clearly, the Committee has not tackled some fundamental questions con- 
cerning regulation and its effects. No attention was given to evidence that 
certificate and permit restrictions upon motor carriers often create costly 
inefficiencies, such as no or partial return loads.’ Nor does the Committee find 
whether entry controls have resulted in a more or a less efficient organization 
of trucking. The report is silent on economies of scale and utilization in dif- 
ferent transport industries, though the emphasis on more freedom for com- 
mon carriers to cut rates implies that railroads can obtain unit-cost reductions 
by improving utilization. Another gap is the failure to discuss the possible 
desirability of more freedom for competition between carriers within any mode 
of transport. And no mention is made of the role of rate bureaus in impeding 
competition and innovation within each agency, nor of whether their limited 
antitrust-law exemption has been justified by experience since 1948. Thus, 
the Committee’s scheme is more interagency “regulated competition,” not just 
more competition! 


IV. Basic Questions 


Some underlying basic questions suggest themselves. Would interagency 
competition survive in the long run under relaxed minimum rate regulation? 
Is competition between agencies of transport as workable as claimed in the 
Cabinet Committee’s report? Would the monopoly areas left in railroading 
produce intolerable discrimination under the proposed rate freedom? 

No answers can be given upon which all could agree. However, history and 
logic both suggest the probability that interagency competition would prove 
to have ample staying power should the proposed rate relaxation be adopted. 

"See Federal Regulatory Restrictions upon Motor and Water Carriers, S. Doc. No. 78, 


79th Cong., Ist sess., 1945; and Trafic World, Oct. 24, 1953, pp. 35-36, and April 16, 1955, 
pp. 23-24. 
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The railroads still have the largest pools of revenue for ruinous competition or 
purchase of competitors; but the expectation that the Interstate Commerce 
Act will be revised sufficiently to enable railroads to take over other agencies 
on a wholesale basis seems hardly justified. Nor is it likely that new legisla- 
tion will permit the ICC to deny all new entries and extensions of operating 
authority. It is equally unlikely that rate bureaus of co.nmon carriers will be 
given legislative authorization to form the interagency rate cartels now pro- 
hibted by Section 5a and the antitrust laws. And during 1920-1935 when com- 
petition in interstate commerce was free of entry controls and no special 
federal regulatory bars existed to rail ownership of motor carriers, the rails 
did not take over the motor carriers, frighten away potential entrants, or 
dominate the efforts of motor carriers in competing for traffic. So long as entry 
is free in competitive transport fields or entry controls are applied so as to 
maintain separate agencies and sufficient numbers of carriers, the possibility 
is remote that competition in transport would lapse. 

Transport competition has become more workable as monopoly and dis- 
crimination have lessened. U. S. transport markets have become pervasively 
competitive, considering both interagency and intra-agency areas, the relative 
ease of employing private equipment, maintenance of public facilities, the large 
amount of producing-area and market competition and the widening tendency 
for substitution among products to occur. Such competition has appeared 
tolerably workable for the public as a whole. The problem before the nation 
is whether large additional benefits can be obtained from allowing more in- 
tense price competition in freight transport. Though it did not tackle the en- 
tire compiex problem of transport policy, the Cabinet Committee dic deal con- 
structively with this issue. The proposed declaration of policy establishes a 
highly desirable direction for transport policy. The details of how far to go 
in relaxing regulation to permit freer competition can be debated and acted 
upon subsequently. Adoption of that policy and at least the proposed relaxa- 
tion of minimum rate control would go a long way toward revealing whether 
substantial additional benefits from greater rate competition are attainable. 
If carriers are given more rate freedom and if railroads take advantage of 
it within the proposed regulatory limits, lower rail unit costs should result. 
Hence, shippers should enjoy lower rates on high-valued articles without 
experiencing higher rates on low-valued articles. The competitive intensifica- 
tion of carrier efforts should reduce costs and improve techniques and services 
in all agencies. And greater rate competition should eventually bring closer 
conformance of rates to costs of service rather than additional commodity dis- 
crimination. Such rate-structure revision is essential to a more economic divi- 
sion of traffic and allocation of resources between road and rail. A rate struc- 
ture tied more closely with costs is bound to create some locational stresses, 
but except possibly for those areas dependent upon regulation of long-and- 
short-haul discrimination, it is far from clear that the location adjustments 
that may eventually come would not be economic. 

Though the Cabinet Committee Report leaves important aspects of regula- 
tion untouched and some questions unanswered, its emphasis upon competition 
seems in tune with present-day conditions, 
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On Teaching Elementary Economics 


This paper describes a new approach to teaching elementary economics. It 
was stimulated both by experience with Economic Workshops of the Tennessee 
Council on Economic Education and by the Report of the American Economic 
Association on “The Teaching of Undergraduate Economics.’”* 

In the Report, Laurence Leamer urged that economists interested in general 
education “seek to build a cumulative literature on their subject. Progress in 
economic education is hardly to be made in the next sixty years if we are to 
persist, as we have in the past, in retracing previously trod paths.”? 

An economist doing research ordinarily proceeds by finding out how far 
previous workers have advanced knowledge of the subject; he then builds on 
past work, trying to make a new contribution on which other workers in turn 
will build. An economist writing on economic education confines himself to his 
own limited experience and his own limited thinking, and he does not bother to 
inquire whether he is saying anything new. This is not to say that there are no 
contributions in the Report cited. On the contrary, there are many valuable 
ones, and all teachers of economics should be grateful to those who devoted 
time and energy to preparing the Report. But the Report could have been 
even more valuable had all its authors thought in terms of a cumulative litera- 
ture; and their contributions in turn will be sterile unless future writers build 
on their work. This note attempts to build on the Report. After clarifying ob- 
jectives, it proposes an elementary course organized in two parts, describes the 
first in detail, reports on an experiment with the first part, then describes the 
remainder of the proposed course. 


I. Objectives 


The chairman of the committee which drew up the Report wrote, “the in- 
troductory course is a basic difficulty in the whole enterprise of teaching 
economics.”* Hewett summed up one of the probleths as follows: “The num- 
ber of objectives and the content of the elementary course should be reduced 
.. . the fundamental error in current practice can be summarized in one word 
—indecision, . . . Because of the reluctance of instructors to select one major 
objective for the course and then stick with the selection, the content of the 
elementary course has expanded beyond all possibility of adequate com- 


"Report of the Committee on the Undergraduate Teaching of Economics and the Train- 
ing of Economists, Suppl., Am. Econ. Rev., Dec. 1950, Part 2, XL. This Supplement will 
hereafter be referred to as Report. 


*L. E. Leamer, “A Brief History of Economics in General Education,” ibid., p. 33. 
*H. Taylor, “On Teaching Undergraduate Economics,” ibid., p. 5. 
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prehension and assimilation by a student in one year of three class hours a 
week.’”* 

Hewett later reported that two members of the subcommittee whose report 
he had written, namely, Shorey Peterson and Mary Jean Bowman, disagreed 
in part. They quite rightly argued that different objectives are not necessarily 
inconsistent. Although the elementary course is often over-loaded, the prob- 
lem is not to cut down on the number of objectives but to find ways of 
pursuing them simultaneously. There is, however, an important problem of 
emphasis: we must decide which objective is most important. The following 
discussion lists the main objectives, assesses their relative importance, and 
explains how they can be reconciled: 

1. To teach important ideas. The Subcommittee on Elementary Courses in 
Economics sent out some questionnaires, one of which dealt with teachers’ 
opinions as to how the course should be taught. The answers apparently mean 
that to a majority of us the most important specific objective is to get across 
basic economic ideas or principles.® It is not clear to what extent teachers 
reach this common conclusion for the same reason. Very likely the consensus 
hides a large measure of disagreement. But there is one reason to which many 
will subscribe: the elementary course is most likely to be of permanent value 
to students, especially to those who take no more economics, if it concen- 
trates on basic ideas. Institutions change; the context of policy problems 
change; but the basic ideas we want to teach in an elementary course today 
would have been useful fifty or a hundred years ago; and we have faith that 
they will go on illuminating economic problems for a long time to come. 

Economic ideas are only half-taught unless the student is shown why they 
are important and how they can be applied. Now, their importance stems 
primarily from their power to illuminate problems of government policy. 
Hence, the teaching of ideas could not be divorced from discussion of policy 
problems even if the latter were not itself an objective.’ Furthermore, a great 
deal is lost if the ideas are taught in the first semester and their applications 
are deferred to the second. Ideas can be more effectively taught if the ideas 
and their applications go hand-in-hand. This means that a course designed to 
teach principles should really be oriented around policy problems. 

Policy problems can serve the teaching of principles in another way—by 
stimulating interest. We economists are interested in economics for its own 
sake; our beginning students are not. For them, policy problems are intrinsi- 
cally more interesting and can be a vehicle for arousing their interest in ideas. 

2. To develop an intelligent interest in policy problems. Policy problems 
are not merely vehicles for teaching principles. The great problems of eco- 
nomics endure, and the educated man should have a fundamental under- 


“W. W. Hewett, “Elementary Courses in Economics,” ibid, p. 56. The first sentence of 
the quotation is italicized in the original. 

*W. W. Hewett, “Divergent Views of Members of the Subcommittee on Teaching the 
Elementary Course in Economics,” Am. Econ. Rev., June 1951, XLI, 429. 

° Report, pp. 53, 59, 65-66, and 68-69. 

* Here I am agreeing in large measure with the Subcommittee on Elementary Courses in 
Economics, op. cit., p. 50. 
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standing of the issues and be interested in them. Such problems as inequality 
of income, monopoly, depression, inflation, restrictions on foreign trade, and 
international monetary arrangements have troubled America since the found- 
ing of the republic. Most of them are not restricted to free enterprise econ- 
omies; they are inherent in any kind of economy. 

But though the problems themselves endure, their context constantly 
changes. For this reason, there is little enduring value in a course which puts 
its whole emphasis on a thorough discussion of current issues. In a free society 
the best we can do is to clarify the issues for the student, arouse his interest, 
and give him some tools of analysis to help him make up his mind. Our aim 
should be to stimulate his interest, not satisfy it. If we use just so much dis- 
cussion of the great issues as helps us most to get across ideas and principles, 
we shall have gone as far as is wise toward teaching the issues themselves. 

3. To acquaint students with basic economic facts and institutions. Some 
knowledge of facts and institutions is indispensable to teaching ideas and is 
worth while for its own sake. The question is how far should we go. In a 
college course, such information should be subordinated for several reasons: 
college students come to us with a greater store of information than we com- 
monly realize; such information is constantly becoming out of date; and we 
ought not to sacrifice principles to description. If we aim at teaching ideas, 
using policy problems as a vehicle, it will take very little care to ensure that 
the course contains sufficient facts for this purpose. 

4. To get students to think through their economic value judgments. To 
make up their minds on economic issues, students have to have value judg- 
ments. It is better that they consciously decide what they want and resolve 
contradictions than that they adopt goals uncritically and unconsciously. 
Clearly, a course in elementary economics cannot also be a course in philoso- 
phy, religion, and ethics; but clearly also economic goals are too specific to 
be left entirely to other parts of the curriculum. The elementary course ought 
to encourage students to think through what goals they want policy to pursue. 
If, as is argued above, we want policy problems to loom large in the course, 
it will require very little care and no extra time to do this. It takes no extra 
time because to teach the significance of economic ideas we must clearly dis- 
tinguish between means and ends. 

5. To help achieve the general objectives of a liberal arts education. A 
liberal arts college has many objcctives; I shall discuss only one: to acquaint 
the student with the heritage and ideals of the West. In economics this does 
not mean inculcating the principles of nineteenth-century free enterprise, but 
it does mean teaching what those principles were, together with the leading 
criticisms of them that have led Americans to modify greatly their economy. 
Cn the one hand, the student should not be ignorant of traditional ways of 
thinking; on the other hand, he should be their master, not their slave. 

6. To prepare students for advanced courses. Usually there is only one 
elementary course, which must do alike for those who will go no farther and 
for those who will take advanced work.*® This is necessary since the student 
usually does not know at the time he takes his first course whether he will 


* Report, pp. 4-5, 53, and 66, 
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go on. Therefore, the sophomore course must include enough theory to pre- 
pare students for advanced work. The full-year course described in this note 
fulfills this requirement in the process of attaining its other objectives. 


II. Content of the Course—First Part 


The statement quoted earlier from Hewett says that the content (as well 
as the objectives) of the elementary course should be reduced.® Apparently 
the other members of the sub-committee did not disagree with this half of his 
argument; and to judge by some of the textbooks on the market, in many 
cases it is only too true. On the other hand, some textbooks (and presumably 
some courses) make the opposite error: in the effort to simplify the analysis 
and cut down on content, they eliminate important ideas. One reason for the 
perpetual dissatisfaction with elementary texts is that those that give an ade- 
quate statement of important ideas are overloaded; and those that are ad- 
mirably simple give short shrift to some of the main points. 

Here I want to make a suggestion which I have not noticed in the Report on 
teaching economics: that we organize the course on the basis of explicit as- 
sumptions about how much economics students can learn in one course. Al- 
though this suggestion is simple and obvious, it could help in solving the 
problem of how much content to put into the elementary course. It would be 
better, of course, if we had scientific knowledge about how much students can 
learn; but that would require long and extensive research, for which an 
economist is not particularly well equipped. It is far better to proceed on the 
basis of our guesses than that we not think about the matter at all. 

It is corimon knowledge that students retain precious iittle permanently; 
even for examination purposes they know only a small fraction of what we 
teach. Moreover, a great deal of what they learn is not learned well enough 
for them to use and apply it independently. To make this clearer, let us apply 
to economics the kind of distinction made in foreign languages between a read- 
ing knowledge and a speaking (or better, writing) knowledge. It is much 
easier to learn to read a foreign language than write it. Similarly, it is much 
easier to learn to read (or hear) an economic discussion with understanding 
than to speak or write about it afterwards or apply the ideas to a new context. 
We should not despise a reading knowledge of economics. The role of the 
educated citizen in a democracy is not to be an expert on all things but to 
know enough so that he can follow the arguments with some understanding 
and to choose among the experts when they differ. It is not important that the 
citizen be able to explain the process by which banks create money; and 
even if he does not remember that they can create money, it is helpful if the 
idea is familiar enough to him so that if he listens to a speech by Senator 
Douglas, a brief reminder will bring it back to him. But of course a writing 
or speaking knowledge of economics is better. 

I propose the following working assumptions: that if we succeed in giving 
most of our students a writing (or speaking) knowledge of one important 
idea which he will retain permanently, we shall accomplish more than most 
college courses; that students can learn only a limited number of ideas and 


* [bid., p. 56. 
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other information for the examination, much of which we can hope will con- 
tribute permanently to their reading knowledge of economics; and that a 
thorough knowledge of an idea is acquired primarily through repetition. These 
assumptions imply that we must select one major idea and a limited number of 
other important ideas; and that everything else in the course—all the vast 
amount of material the students forget either before or soon after the ex- 
amination—must be selected not for its own sake but for the contribution it 
makes to the selected number of important ideas, especially the major idea. 

The major idea I have selected—and I believe most economists will go along 
with it—is the way prices are supposed to ration goods, allocate resources, dis- 
tribute incomes, and stimulate progress. Two possible misunderstandings 
must be avoided. Teaching how the price mechanism works does not mean 
advocating it: the point is that the citizen needs to understand the price 
mechanism if he is to understand most of the big economic issues—free en- 
terprise vs a controlled economy; monopoly; the tariff; farm policy; wage 
policy; controlling inflation by monetary policy vs price control. 

The other possible misunderstanding concerns the level at which the price 
mechanism is taught. I have in mind a very elementary level, the level at which 
educated people who are not economists are apt to talk about economic prob- 
lems; in other words, the level of Chapters 10 and 11 in Chandler’s A Prejace 
to Economics, or pages 36-40 (together with pages 14-17) of Samuelson’s 
Economics, or Chapter 9 in Burns, Neal and Watson’s Modern Economics.*° 
Even at this level, educated people are woefully ignorant. A brilliant faculty 
member, who has several advanced degrees and has studied a little economics, 
listened to a lecture in which Frank Knight touched on rent control in an ele- 
mentary way; in the discussion period afterward, he asked a question which 
showed he did not understand that price can act as a rationing device if it 
is free to seek its own level. This was no blind spot in the thinking of a single 
man. It is typical. 

It is commonplace that repetition is an important aid to learning. Few stu- 
dents have the steel-vise type of mind which needs contact with an idea only 
once in order to master it. But the billboard advertising kind of repetition, 
which reiterates the same message in the same words, will not work with college 
students. We must keep coming back to the same idea but always with a new 
twist, a different context, a fresh application. This is not difficult to do in a 
course organized around policy problems, for each new problem involves a new 
application of the basic idea of the price mechanism. This is true even in 
macroeconomics. In the field of monetary policy, interest rates are prices; and 
Keynesian analysis is a reply to the contention that prices free to fall, particu- 
larly wage and interest rates, would ensure full employment. 

In the elementary course, formal economic theory, far from contributing to 
a basic understanding of the price mechanism, is ordinarily a positive hin- 
drance. The logic of theory is so difficult for most sophomores that they are 
forced to concentrate their full attention on it; even so, they wind up with 
such a slight grasp—at best a reading knowledge rather than a writing know!- 

*L. V. Chandler, A Preface to Economics (New York, 1947); P. A. Samuelson, Eco- 


nomics: An Introductory Analysis, 3rd ed. (New York, 1955); A. E. Burns, A. C. Neal, 
and D. S. Watson, Modern Economics, 2nd ed. (New York, 1953). 
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edge—that they lose sight of the fact that theory is a more rigorous way of 
treating the price mechanism. Hence, the study of theory diverts them from 
the main idea. This result is enhanced by the practice of stating theory in 
diagrammatic as well as verbal form, so that the student has to learn every 
idea twice; and it is further enhanced by the common misconceptions of stu- 
dents as to what theory is all about, particularly the unrealism of the as- 
sumptions. Diversion of the students’ attention from the main point is not an 
inevitable consequence of teaching theory; but it is an inevitable consequence 
of trying to teach too much theory. 

It is, of course, a simplification to assume that all the material of an ele- 
mentary course can be neatly classified into three types: a single crucial idea, 
a limited number of significant ideas, and those lesser ideas which students for- 
get immediately. in reality, there is a continuum. Some students learn and 
retain more than others; moreover, it may be underestimating students’ 
capacity to assume that most of them can make only one idea part of their 
permanent active thinking. The three kinds of material shade off into each 
other. 

My candidate for the runner-up spot is the creation of money by banks. 
This, irrespective of what conclusions one may draw from it, seems to me 
the single idea which most illuminates the problems of depression and infla- 
tion. It is not difficult to give it considerable emphasis. It can be taught once 
by itself, emphasized again in connection with the Federal Reserve banks, re- 
emphasized when discussing business cycles, touched on in connection with 
the theory of employment, and brought in once more in connection with inter- 
national trade. 

Now let us consider the second type of material, the significant ideas—and 
facts—which the students are expected to know at the time of the final 
examination but which will afterwards fade from their memories. Some stu- 
dents will have an active, writing knowledge of them all at the time of the 
examination and will retain some of them indefinitely; others will never get 
much more than a passive, reading knowledge of them; this difference gives 
the basis for diversity of final grades. Every teacher should have his own list 
of ideas. Students vary in ability from college to college and even from one 
year to the next. The extent of the list must be adjusted to their abilities. 
What we aim to teach must vary with our students. Moreover, strict uni- 
formity among teachers, even where students of the same ability are involved, 
would hardly be advisable; progress is made by each teacher thinking for 
himself and exchanging the fruits of thinking. But it is important that the 
teacher have such a list, that he make up his mind how much he is trying to 
teach; otherwise, the danger of teaching too much (or too little) is enormously 
increased. It is our indecision about the content of the course that Taylor and 
Hewett in the passages cited above rightly criticized. The principles under- 
lying such a list should be these: the ideas should be important in themselves; 
they should be limited in number; where possible they should contribute 
toward teaching the price mechanism. 

To avoid overloading a course, we must not only decide what we are aiming 
to teach but must also be careful about the third (supplementary) kind of ma- 
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terial. Two principles should govern its selection: it should contribute, directly 
or indirectly, towards the matters we are trying to teach; and it should all 
be simple enough to be readily understood. Ideas which are either irrele- 
vant or difficult (or both) clutter up many textbooks and keep the student 
from concentrating on the main points—and in extreme cases keep him from 
knowing what the main points are. 

In applying the principles already discussed to specific course organiza- 
tion, it will be convenient to assume that value and distribution theory will be 
put at the end of the course, leaving the justification of this procedure till 
later, and discuss how the first half or (better) two-thirds of the course can 
best be organized. 

Selection of the price mechanism as the major idea does not imply that it can 
serve as the unifying theme. Unfortunately, economics has two branches, 
microeconomics and macroeconomics. The price mechanism belongs primarily 
to the former and cannot be successfully used to unify the course. As a unify- 
ing theme I propose the question of what kind of economy does America want, 
with special emphasis on how far Americans want to rely on the price mecha- 
nism. This does not mean a course in comparative economic systems. The 
issue in America is not between capitalism, socialism, and communism. The is- 
sue is what mixture of free enterprise and government interference is wanted. 
In other words, there are a number of specific policy problems, each of which 
is part of the over-all problem. 

After a preliminary discussion of the goals of economic policy to encourage 
the students to start thinking through what goals they want, the course starts 
with a statement of the over-all problem in terms of the functions of prices 
in a free-enterprise economy. Then it goes on to a series of specific policy prob- 
lems: price supports for farm products; monopoly; TVA; unions (with spe- 
cial emphasis on wages); personal distribution of income; inflation; depres- 
sion; foreign economic policy. At the end of this part of the course there is a 
final discussion of the over-all problem. The teacher (and the textbook, if there 
is one) concentrates on basic facts and ideas, getting just far enough into the 
policy problems to state the issues and show how basic economics is related 
to them." Formal economic theory is kept to a bare minimum; abstract dia- 
grams are omitted altogether. 


™ Each teacher should have his own list of basic ideas. Mine follows: specialization and 
division of labor; the price mechanism; the “law” of supply and demand; price competi- 
tion as an essential part of a free enterprise economy; the definitions of monopoly, oligopoly, 
perfect competition, and monopolistic competition; the marginal idea (but not the full 
range of marginal analysis); opportunity cost; the distinction between microeconomics 
and macroeconomics; the process by which banks create money; the loose relation between 
the money supply and the price level; the methods by which a central bank influences the 
money supply; the cumulative process of the business cycle; national income concepts; 
the distinction between real and money income; a simplified Keynesian model; the de- 
pendence of exports on imports; the definitions of progressive, proportional, and regressive 
taxation; the definition of a public utility; equilibrium; the tendency for economic in- 
stitutions to change; the value judgments on which Americans seem generally agreed; 
significant differences in value judgments among Americans; objectivity in economics; an 
elementary conception of the methodology involved in simplifying assumptions; and the 
fundamentals of interpreting charts and statistics. 
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The job of discussing the various sides of the issues in the classroom is left 
to outsiders who are invited to explain their views to the class, with the in- 
structor guiding the discussions to bring in economic principles. The reason 
for so dividing the discussion is this: It is more effective and more stimulat- 
ing for the student to read and listen to men with vigorous opinions than for 
him to read and listen to a scholar who says, “‘some people say such-and-such, 
and others say so-and-so.” It is hard for anybody to do justice to a side of the 
argument which he himself does not believe; moreover, the teacher can better 
play the role of the impartial scholar who clarifies issues and brings to bear 
indisputable facts and principles. 

The key to success in using outsiders lies in asking them not to give a 
lecture but to answer questions and participate in a give-and-take discussion. 
This greatly reduces (and often eliminates) the need for advance preparation 
on their part and greatly increases their willingness to participate. Further- 
more, discussion is better than a lecture because the teacher can direct what is 
said so that it ties in with the rest of the course.*? 

The ideal textbook for the part of the course just described would be short 
and simple, leaving room for a large amount of outside reading selected to em- 
phasize principles and to represent different points of view. The text should be 
about the length and level of analysis of Chandler’s A Preface to Economics, 
Pigou’s Income, or Gertrude Williams’ The Economics of Everyday Life.'* 
None of these three little books, excellent as they are in many respects, will 
quite do. They give short shrift to some important ideas. The discussion of 
basic economic ideas is not in the context of American policy problems. A 
textbook is helpful because it can ensure systematic coverage of the main ideas 
of economics; but it should be short, making room for extensive outside read- 
ings, because a textbook suffers from inherent limitations. The writer of a text 
never writes it because he has something vital to say. Textbooks at their worst, 
therefore, have a deadening effect which is not wholly absent from the best 
of them. Furthermore, a long textbook means that the arguments on all sides 
of controversial issues are presented by one man. As was argued above, this 
kills off the stimulus obtainable from controversies. It is better to assign read- 
ings by men who are sincerely arguing their own points of view. 

One last requirement of the ideal text: it should be written in a lively, in- 
formal style. It would be unreasonable to expect a textbook writer to turn out 
a literary masterpiece. But there is no excuse for pedantry. In advanced 
courses, we cannot ordinarily expect more in our assigned reading than high 

“ The practical obstacles to obtaining enough outsiders are apt to be overestimated. In 
this context an outsider is anyone not currently teaching the course in question and may 
be a faculty colleague within or without the economics department, or an alumnus, a 
visitor brought to the campus for other purposes, or a local union leader, government 
official, business man or newspaperman with a special knowledge of the issue to be dis- 
cussed. Such people are happy (and complimented) to be invited to air their views. 

Larger schools are apt to have multiple sections of the elementary course, multiplying 
the problem of finding enough outsiders, but the resources of the larger schools are also 


larger. It would be helpful for sections given in the same quarter to meet together when 
an outsider is present. 


"Chandler, op. cit.; A. C. Pigou, Income: An Introduction to Economics (London, 
1948); G. Williams, The Economics of Everyday Life (Harmondsworth, 1950). 
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quality of economics and clarity of expression; but at the elementary level, 
a liberal arts college which tries to teach appreciation of literature in one set 
of courses ought not to inflict bad writing on its students in another. 

There is one more reason for a large amount of outside readings. It is pos- 
sible to find a large amount of such reading that is well written. In a small col- 
lege it is practicable to have the students do the outside reading in the library, 
but in some of the large schools this is out of the question. Large schools 
must resort to books of readings. A number of such books have appeared on 
the market in recent years. This is a development of great promise, but the 
promise is yet to be fulfilled. The kind of book now available commonly con- 
tains a large number of selections, which were short to begin with and all 
too often have been abridged; and it usually has a hopelessly miscellaneous 
look to anybody except the editor. I suggest as a model fur future books of 
readings the volume put out by the University of Minnesota for their in- 
tegrated course in social science.’* The selections should be long, the pressure 
from the publisher to abridge should be steadfastly resisted, and above all, the 
readings should be integrated by means of adequately lengthy introductions 
and comments. 


III. An Experiment 


During the fall term of 1954, I taught at Vanderbilt a terminal course 
along the lines just described.** For reasons not worth going into, the makeup 
of the class was unusual. It consisted of four graduate students and three 
undergraduate seniors. They were all good students. In addition they were un- 
usually mature: six out of seven were married, five were over 25 years of 
age. One had practiced law for five years, another had been a newspaper re- 
porter for a similar period. The unusually high quality of the students in some 
ways spoiled the class as an experiment, since the real test of the approach 
must come frorm a class more nearly typical. 

In one respect the unusual composition of the class heightened the value of 
the experiment and imposed a severe test. The course was already under criti- 
cism from other departments because it was a beginning course for seniors and 
graduate students. They doubted if the course would have a sufficiently high 
intellectual content, even though they were not aware that it was being de- 
liberately made much simpler (in one sense at least) than our sophomore 
course. To make matters worse, three of the graduate students had had 
previous work in economics. Nevertheless, no effort was made to step up the 
difficulty or the intellectual content of the course. It was taught just the same 
as if the students were sophomores. 

At the end of the course the students were asked to fill out an anonymous 
questionnaire, and their answers showed clearly that in their opinion the con- 
tent of the course was worthy of them. One question asked, “What students 
should be permitted to take the course? Check one or more.” The categories 
which followed were: freshmen, sophomores, juniors, seniors, graduate stu- 


“A. Naftalin, et al., An Introduction to Social Science (Chicago, 1953). 
“ Victor Heck at Mercer College has been experimenting with a broadly similar course 
and has had good results. 
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dents, and nobody. Six of the seven checked graduate students, six checked sen- 
iors, only four checked juniors, and no one checked any of the other three 
categories. In other words, sophomores should not be permitted to take a 
course which is easier than the sophomore course currently offered! 

In reply to the question, “Should the course be open to students who have 
already had a course in economics?” four answered with an unqualified yes, 
one with an unqualified no. The other two gave answers which indicated they 
were not opposed to admitting such students on grounds that they would not 
derive sufficient benefit from the course; rather, they were afraid that in a 
mixed group the ones without previous economics would be graded by the 
same standards as the others. Since three out of the seven had already had 
economics, at least two of the three did not feel their previous work kept 
them from benefiting from the course. 

The students felt that, if anything, the course should be made siroler. In 
reply to the question whether the reading was too difficult, too easy, or about 
right, they were almost unanimous in thinking it about right; but a majority 
commented that some of the reading was “over my head” or “too technical.” 
In answering a request for suggestions for improving the course, one man 
wrote, “allow only those students with some economics background (perhaps a 
minor) into the course or make more effort to teach the basics before jumping 
into an involved issue. Such things as ‘gold standard,’ ‘monetary policy,’ ‘ex- 
change rates,’ and ‘convertibility’ (to mention the most recent used) were part 
of the discussion before I (for one) understood fully what they meant. Sure, 
they were defined in a lecture but to read [sic]a definition (in context with 
much other involved information) does not mean the definition has been 
taught or learned. 1 felt the lectures were too involved. [!] Too much was 
given in a 50 minute period to allow for understanding. The idea behind the 
course is excellent. It was well organized and I feel it was my best course 
this term. However, I ieel that it was almost a tremendous course, missing that 
due to being put on too high a plain [sic] for those to whom econ was new.” 
(Emphasis in the original.) 

Student opinion must always be taken with a large grain of salt. In this 
case, the appropriate-sized grain is somewhat smaller, due to the quality of 
the class, but even so their comments cannot be taken at face value. The 
bias of students is in the direction of wanting things easier. Even if the course 
were to be given for sophomores, there is no warrant for making it simpler 
still. But the answers to the questionnaire do confirm the impression that the 
present sophomore course is overloaded with technical analysis. 

As the term proceeded, one could sense that the class was stimulated, par- 
ticularly by the visitors. What was astonishing was the auditor. He was one 
of our abler graduate students, an army officer working towards a Ph.D. He 
had been expecting that his next assignment would be to teach economics at 
West Point; and it had been suggested that he might want to audit the course, 
because as a prospective teacher he might be interested in the methods. Before 
the beginning of the term, however, he was informed that his next assignment 
would not involve teaching. He began to audit the course just the same, and 
surprisingly, continued to attend regularly throughout the course. When I 
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asked him why he kept coming, he admitted that he often felt he should be 
boning up for his Ph.D. preliminary examinations, but he was convinced 
that he learned more by spending the hour ir, class than he could by any other 
use of his time. He explained that in all his other economic work he looked 
at trees; in this course he looked at the fores* 

Later he gave me a written statement of his reactions to the course. Of par- 
ticular interest was his comment, “the course as developed . . . in 1954 could 
profitably be given at any stage in the training of economists.”’ He went on 
to say, “If scheduled as a single course it would fit in best at the senior level— 
after intermediate economic theory. . . .” In making suggestions for improv- 
ing the course, he wrote, “More classroom discussion of the basic techniques 
and principles would be advisable. Where necessary to meet time limitations 
the scope of the course should be reduced to the extent required to permit 
adequate discussion of fundamentals.” 

No one had expected that an economics graduate student, able or other- 
wise, could have profited from such a course. What is the explanation? A large 
part of the explanation must be this: the basic ideas, which we can state so 
simply in sophomore courses that we usually hurry on to more difficult 
matters, have wide and far-reaching implications. They therefore provide 
much more material for valuable teaching than we have heretofore realized. 
If mature and advanced students profit from this kind of course, it is because 
they can see so many of the implications. 


IV. Content of the Course—Second Part 


The most difficult problem in teaching the introductory course is how to 
handle value and distribution theory. On the one hand, most teachers are 
agreed that they want to include a heavy dose of theory; on the other hand, 
the results achieved are unsatisfactory. No doubt, the desire to teach theory 
stems in part from wrong motives—an unconscious desire to start every- 
body on the road to becoming a professional economist or an absurd assump- 
tion that students will master enough theory in one year to be able to apply 
it to policy problems after they leave college. Nevertheless, there are sound 
reasons for teaching theory in an introductory course. A few will become pro- 
fessional economists; a number will major in the field; others will want to 
take an advanced course or two. All such need to be shown what economics 
really is like. There are weighty reasons for teaching theory even to those 
who will go no further. Theory can and should give a deeper understanding of 
economic issues. Moreover, one of the objects of a liberal education is to learn 
something about the methods of science. From this point of view, the typical 
methods of analysis used by economists ought to be demonstrated if at all 
possible. 

Theory must be taught—but how? Comparison of examination results with 
other teachers and observation in advanced courses of students who had ele- 
mentary economics from some one else gives evidence that the poor results 
of which I am painfully aware in my students are not just the result of poor 
teaching. The inherent difficulties of teaching theory are well known. The 
trains of logical deduction are hard to follow-—not so hard perhaps as what 
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is commonly included in mathematics courses, but hard all the same. The 
assumptions are sometimes so outrageously unrealistic, the diagrams so ab- 
stract, that students are apt to dismiss the whole analysis as the dreamings of 
armchair theorists out of contact with the real world, not worth the bother of 
learning. And the theoretical tools of economists have grown prodigiously in 
the last quarter-century so that any attempt to cover all the usual topics, even 
in an elementary way, overloads a begitming course, especially in view of all 
the other kinds of material that must be included. We have all learned tricks 
for dealing with these problems—we use problems books, we give realistic 
examples at every turn, after a time we learn not to try to teach both in- 
difference curves and marginal utility. But the bagful of tricks, though help- 
ful, is not enough; the results of teaching theory continue to be disappointing. 
The whole approach to teaching theory needs revision. 

One approach is to teach principles first and teach applied economics later. 
The questionnaire of the Subcommittee on Elementary Courses indicates that 
in nearly half of its sample the first half of the course is devoted to principles 
er pure economics and the second half to applied economics.** In other cases, 
one type of principles, such as value and distribution theory, may be followed 
immediately by applications, say, to the monopoly problem; then the prin- 
ciples of money and banking are introduced, followed by their application 
to problems of inflation and depression. The general rule is: pure economics 
first, applied economics afterwards. 

The usual procedure has a serious defect. The students are plunged into 
highly abstract analysis without adequate understanding of why theory is 
necessary. They therefore lack motivation for learning. Thev also lack a sense 
of direction—an awareness of the ultimate goal—which wv.ld be a big help 
to the learning process. Vanderbilt during the past six years has used in its 
sophomore course an approach which solves this problem at the expense of 
sacrificing the one great merit attainable with: the more usual procedure. A 
policy problem, such as monopoly, is introduced with a statement of the issue. 
Next, tools of formal theory are brought in on grounds that they are needed 
for a proper understanding of the prob'em. Finally the tools are used to 
illuminate the problem. Then the cvurse proceeds to the next issue. This 
method has been successful. Students a:< no longer bothered by the seeming 
unreality of theory. But because tools are mixed up with policy issues, few stu- 
dents acquire any skill in actively using the tools; few get beyond the read- 
ing-knowledge stage. What is needed is a course (or a section of a course) 
which has for its primary purpose training in theoretical skills. 

Therefore, the course described in the previous section should be used as the 
first half or two-thirds of the introductory course, with the second part con- 
fined to theory. The section on theory should be taught like a mathematics 


* Report, >. 64. The answers to the next question appear to contradict this, since 95 
per cer: said that principles and their applications were integrated throughout the course. 
But probably this means that when the first half is devoted to pure economics, applica- 
tions are used for illustrations and to create an air of realism; and the term “applied 
economics” presuinably means that principles are applied to policy problems, or at any 
rate to specia! fields like public finance and international trade. 
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course and requires a text like the texts used in mathematics. That is, each 
(short) section of the text should be followed by a list of problems, the first 
ones being entirely abstract to isolate the basic principles, the later ones in 
each list being applications. These are the puzzle kind of problem, not the 
policy kind dealt with in the first part of the course. Most of the students’ 
time outside of class should be devoted to working problems. The instructor 
should not proceed on the assumption that he must get through the entire 
text or cover a certain fixed amount of material; he should proceed as rapidly 
or slowly as the student body at his institution can acquire a reasonable mas- 
tery of the tools. 

There are a number of problem-workbooks on the market, but they have 
serious defects. They are separate volumes from the textbook and therefore 
are not sufficiently integrated with the text itself. What is worse, they com- 
monly do half the work for the student; that is, instead of merely stating the 
problem, they set it up for him, so that he does only the final steps. This is all 
right as long as we are aiming only at a reading knowledge; but if we want to 
develop some skill in the student, we must do as the mathematicians do. (In- 
cidentally, this is the reason why economics workbooks now are and must be 
separate volumes from the text: to set up the problem—e.g., to give numerical 
values for ten or twelve points on a supply curve—takes a lot of space. If the 
problems were merely stated as in a mathematics text, it would be feasible to 
combine text and problem-book.) The text should develop the methodology of 
economic theory with great care; and the instructor should pay a great deal 
of attention to it. This is the great weakness in economic training: under- 
graduate majors don’t understand what theory is all about; some graduate 
students don’t either; and occasionally we have the spectacle of a well-known, 
respected professor of economics making elementary mistakes in print. The 
fault lies with no one in particular, but the place to start doing something 
about it is at the very beginning—in the introductory course. 

Superficially, the proposal looks like reversing the usual order, teaching 
applied economics first and pure economics afterwards. Looked at in this way, 
it sounds crazy.‘* But this is the wrong way to look at it. The ideas of pure 
economics are an integral part—in fact, the most important part—of the first 
section of the course. In the first semester they are taught at a very simple 
level. Only after the students know what the great problems of economics are 
should they be trained in the more formal tools for dealing with them. Then 
they should see the need for theory clearly and be able to concentrate on 
mastering it. 

V. Conclusion 


To sum up the proposal, policy problems, taught with the help of basic 
economic ideas, would come in the first part, showing the need for theory; 
the primary aim of the second part would be to develop skill at theory; in 


“T might not have had the temerity to advocate it had it not been suggested to me by 
a distinguished thecrist, Nicholas Georgescu-Roegen. He is not, of course, to be blamed 
for anything else in this paper. J. Fred Holly, chairman of the department of economics 
at the University of Tennessee, had previously told me that it is their practice to confine 
value and distribution theory to the third quarter of a three-quarter sequence. 
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teaching theory, there would be emphasis on methodology, a large number of 
homework problems (including numerous problems involving applications), 
and thorough coverage of a iimited amount of ground. 

Furthermore, this sequence would be best not only for economics majors 
but also for nonmajors. The nonmajor who had less than a year for economics 
would take the first half or two-thirds of the introductory course. This would 
give him the best training for his needs that is possible in so limited a time. 
If a nonmajor had a full year available for economics, the best use he could 
make of the second part would be to take the kind of introduction to theory 
just suggesied. Such a course would deepen the knowledge he gained from the 
first semester; it would offer a better chance of giving him a skill he could use 
after the course was over; and it would contribute to the general aims of a 
liberal arts education by training his mind in rigorous thinking and by giving 
him an understanding of the methods of science as used in the field of eco- 
nomics. 

RENpDIGS FELS* 

* The author is associate professor of economics at Vanderbilt University. This article 

was made possible by funds granted by The Fund for the Advancement of Education. 


That Corporation is not, however, to be understood as approving by virtue of its grant 
any of the statements made or views expressed herein. 


The Economics of the UAW-Ford Contract 


Undoubtedly, the most significant current development in the area of col- 
lective bargaining is the guaranteed wage agreement negotiated by the United 
Auto Workers (Congress of Industrial Organizations) with the Ford Motor 
Company, for it has opened up a new dimension in the labor-management 
contract which is to be negotiated. The drive on the part of unions in the 
postwar period for greater economic security for their members has already 
resulted in a spectacular growth of fringe benefits to workers and costs to 
employers in the form of pension programs, health and welfare programs, 
annual improvement factors, etc. The Ford settlement adds to this list of 
fringe benefits an employer-financed supplementary unemployment compensa- 
tion program. 

The term “guaranteed annual wage” has been used to refer on the one hand 
tu certain specific wage planst under which workers are in a sense hired by 
the year instead of by the hour or week and, on the other hand, as a generic 
term for any wage plan which provides for maintenance of the workers’ in- 
come for “a fairly long period into the future.”? There are, of course, impor- 
tant differences between the traditional plans under which an employer guaran- 
tees to each covered employee a year’s employment or income and the Ford 
plan under which the employer simply guarantees that he will contribute a 
prescribed amount of money into a reserve fund from which payments, on the 
basis of some specified schedule with respect to eligibility and duration, are 
made to workers who are laid off. The most important differences are in the 


* As, for example, the Geo. A. Hormel Co. plan, the Procter & Gamble Co. plan, etc. 
* See J. W. Garbarino, Guaranteed Wages (Berkeley, 1954), p. 3. 
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risks which the employer underwrites under the two types of guarantees. 

Most of the literature concerning the econo aics of guaranteed annual wages 
has been concerned with the traditional for~s of guaranteed wage plans. The 
analysis has dealt with the impact of such a pian on the cost structure of the 
firm or industry (including the element o7 risk), on the profit position, on 
investment expenditures, on the flexibility and stability of production and 
employment, on the mobility of labor <« <2 various other aspects affecting the 
feasibility and desirability of such plans. However, much of this analysis is 
inappropriate to the guaranteed wage plan negotiated by the UAW and the 
Ford Motor Company. The feasibility and desirability of this plan can per- 
haps best be determined by examining the plan in the context of transfer pay- 
ments. 

If a specific group of auto work«cs receive an income under the terms of 
the UAW-Ford wage plan which they would not have received in the absence 
of the contract, and if the plan does not result in an increase in production and 
hence in national income, then the additional income received by these workers 
must be simply a transfer from some other group. It is certainly not expected 
that the UAW-Ford Company wage guarantee will result in significant in- 
creases in output over a year’s period, and hence all payments resulting from 
the plan are really income transfers. The desirability of the plan from the 
standpoint of all parties concerned depends in large measure on who the 
transferors are, i.c., who gives up income. It is the purpose of this note to 
identify the transferors under the UAW-Ford plan given certain assumptions 
concerning the effects of the plan. Although the following discussion refers to 
the specific plan negotiated by the UAW and the Ford Motor Company, most 
of the analysis is applicable to other guaranteed wage proposals. 

The essential features of the UAW-Ford contract as they affect the transfer 
problem are as follows. The company agrees to contribute to a trust fund at 
the rate of 5 cents per hour for each employee hired until the trust fund 
reaches a figure of $55,000,000, known as “100 per cent trust fund position.’’* 
After this position is reached the company will contribute, at the same rate, 
only when necessary to maintain the fund in this 100 per cent position. This 
contribution to the fund is the sole and maximum financial liability of the 
company under the plan. t 

Every worker who has a year of seniority will be eligible to apply for bene- 
fit payments from the fund according to the credits he has accumulated. 
Workers will acquire credits at the rate of 44 credit per week of work of 32 
hours or more until June 1957 and % credit per week thereafter. Credits may 
be accumulated to a maximum of 26. When the worker is laid off he becomes 
eligible, after a waiting period of one week, for payments from the trust fund 
which supplement his unemployment compensation. The total of his unem- 
ployment compensation and his supplementary payment will be 65 per cent 
of his weekly take-home pay for four weeks, and thereafter 60 per cent of 
take-home pay. The credits which the worker has accumulated are canceled 


* Actually there are two trust funds, one for workers designated as defense workers and 
one for other workers. The terms of the agreement are the same for both funds, however. 
The $55,000,000 maximum is applicable to the two funds taken together. 
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against the weekly payments until the worker’s credits are exhausted. The 
rate at which the worker’s credits are canceled depends upon the size of the 
trust fund (i.e., the percentage that it is of $55,000,000) and the seniority of 
the worker. This rate is determined by Table I. 

Thus until the trust fund reaches 85 per cent of its maximum, junior em- 
ployees give up more credits for weekly benefits than senior employees and 
hence have a shorter duration of benefits. No benefit payments will be made 
during the first year of operation. 

With these provisions in mind let us turn to the question of the transfers 
involved. In every case the transferees are those workers whose income is 


TABLE I.—Tue Crepit Units CANCELED PER BENEFIT WEEK PAYMENT 


Trust Fund 
Position 
Applicable 
to the Benefit 
Week 
(per cent) 


Seniority in Years 


Under 5 5 to 10 10 to 15 15 to 20 | 20 to 25 25 and over 


| 
85 or over 
| 


N 


under 4 No Benefit 


sustained throughout the year (or some part of it) as a direct result of the 
wage plan. Assume first, as the union has suggested, that the Ford Company 
can and does stabilize employment throughout the year. If the annual output 
is unchanged the total man-hours of input may be assumed to be approxi- 
mately the same except that they are spread evenly throughout the year in- 
stead of being concentrated in six months and, more important, they are 
spread over fewer workers. In other words, if each worker is to work, say, 
2,000 hours per year, then fewer workers will be needed. If this degree of 
stabilization were feasible the firmer industry could avoid all further costs 
once the trust fund reached its maximum. This would not, however, avoid the 
income transfer since in this case the transfers would be from one group of 
workers, those no longer needed by the company, to those now employed for 
the full year. Doubtless the transferors in this case would be those workers 
with no or relatively low seniority status. This sort of transfer is not necessar- 
ily undesirable, except from the viewpoint of the transferors, since it leaves 
the transferors free to accept other employment, if such exists. 

Stabilization of employment in the auto industry to this degree is un- 


| 
4 
40 
31- 
22- 
13- 
4 
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doubtedly not practicable. In fact, if changes in production or merchandising 
which would significantly increase stability of employment were economically 
profitable in the auto industry, they would have been made regardless of the 
guaranteed wage commitment. Stable production brings large cost reductions 
per unit of output both in savings on overtime and premium labor rates and 
in better utilization of capital equipment. The nature of the market demand, 
however, precludes the profitable possibility of substantial changes in stability 
of employment. However, it should simply be borne in mind that to the extent 
that greater stability of employment ensues as a result of the guarantee, 
workers, more or less, pay for their own guarantee by transferring income 
among chemselves. 

To the extent that stability of employment over the year reduces the capital 
requirements per unit of output it results not only in cost reduction to the 
firm but also in a transfer of income from other factors to labor. In the auto 
industry, however, capital-output and capital-labor coefficients are not com- 
pletely variable, resulting in what is sometimes referred to as “lumpiness of 
investment.” It could hardly be expected, for example, that the Ford Motor 
Company would reduce the number of assembly plants even if it could sta- 
bilize its production over the year. However, they might defer adding new 
plants with the growth in the market, thus altering the capital coefficients. 

Changes in the capital-labor coefficients may result for a different reason 
than the stabilizing of output. It has been argued* that in the auto industry 
the guarantee may be expected to reduce the rate of substitution of automatic 
equipment for labor, thus resulting in a transfer of income from producers of 
this equipment to workers (transferees) or a deceleration in the rate of trans- 
fer from workers to these producers. The argument here is somewhat obscure 
and really is concerned with the rate of substitution of capital for labor rather 
than the ultimate or desired capital-labor ratio. The increase in the relative 
price of labor under the guarantee and the fact that it becomes a partially 
fixed cost reduces its relative desirability as a factor, thus tending to cause 
an increase rather than a decrease in the ratio of capital to labor. However, 
the existence of an obligation for 26 weeks lay-off (in this case severance) 
pay to workers who would be displaced by the introduction of labor-saving 
capital equipment makes the introduction of that equipment appear less profit- 
able. Changing payroll cost into a partially fixed or sunk cost makes the cal- 
culation of the profitability of introducing new equipment in place of labor 
analogous to the problem of replacement of obsolete but usable equipment 
with new, more efficient equipment. The firm must recognize that the old 
method of production (whether it be with the existing capital-labor ratio or 
with old machinery) is cost-free as far as the fixed cost factor is concerned, 
whereas the amortization cost of the new method is a real cost to be incurred. 
In our case this means that in so far as is practicable substitution of capital 
for labor would proceed at a rate consistent with market expansion and attri- 
tion of the labor force, but that substitution at a rate in excess of this would 
be retarded by the guarantee commitment. 


“S. E. Harris, “Economics of the Guaranteed Wage,” Mo. Lab. Rev., Feb. 1955, 
LXXVIII, 2, 161. 
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The remaining cases assume the other extreme, which in fact appears more 
likely, that the pattern of production through time remains unaffected by the 
guarantee. Several cases emerge, depending on whether the direct cost of the 
guarantee (i.e., the 5 cents per hour contribution) is in addition to or is in lieu 
of a wage increase. In the latter event two types of transfers occur. The first 
is simply a transfer over time, the workers receiving the income at one period 
of time which they contributed at another. The second is a transfer among 
the workers from those who are employed relatively more to those who are 
laid off relatively more. This probably means a transfer from workers with 
more seniority to those with less since the latter are more likely to be laid off. 
Identified in this way, the more senior workers may not have preferred to 
forego a possible wage increase in order to maintain the income of less senior 
workers.° They might prefer spreading the work rather than the income. 
Until such time as the trust fund reaches 85 per cent, a senior worker will 
under most circumstances be eligible for more benefits than a junior worker as 
a consequence of the provisions described in the table of cancellations of 
credits. However, the fact remains that the less senior workers are far more 
likely to be drawing benefits. Once the trust fund reaches 85 per cent the 
transfer of income from senior to junior workers is, of course, more obvious. 

Next let us assume that the cost of the guarantee, i.e., the 5 cents per hour 
contribution, is in addition to any other wage benefits which might have been 
won at the bargaining table. Then various groups are forced to transfer in- 
come to workers whose income is sustained by benefit payments. If the guar- 
entee had been negotiated only with the Ford Motor Company in an industry 
such as the auto industry the transferors would undoubtedly become the 
stockholders in so far as payments into the trust fund come from profits. This 
may mean a reduction in corporate retentions rather than dividends, of course, 
but this still represents a transfer from the stockholders.* 

Since a similar guarantee has been negotiated with other major firms in the 
industry, it is quite possible that the firms involved may raise the price of 
autos to compensate for the additional 5 cents per man-hour cost." In this case 
the transferors become the buyers of the product, presumably the auto-con- 
suming public, perhaps to some extent automobile dealers. The major firms 


* Some evidence of this feeling was apparent from the discontent shown by many skilled 
workers after the contract had been signed. 

*There may be subsequent effects on the level of investment of the firm as well, but 
this cannot be thought of as a transfer. 

"Since the General Motors Corporation share of the industry demand is over 50 per 
cent and that of the Ford Motor Co. over 25 per cent, and since each is concerned in its 
competitive practices primarily with the other, it would appear that these two firms would 
establish the price pattern for the industry whether the other firms followed or not, and 
almost certainly the other firms would follow such leadership. 

*In the event of price increases there may be some ir.pact on profits and dealer margins 
depending on the industry elasticity of demand. There may also be shifts among the auto 
companies as shares of the market change with price increases. These changes are not 
strictly transfers, as they generally result from a decline in totai output rather than a 
redistribution of that output. 
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in the auto industry have not as yet (October 1955) announced an increase 
in the prices of cars, and this probably will not occur until new models are 
introduced. Even if the prices are raised it would be virtually impossible to 
assert that the increase exactly covered the cost of the new wage plan since 
labor costs are affected by other changes in wage rates, fringe benefits, etc., in 
the new contract. Undoubtedly the cost of the guaranteed wage would be an 
important causal factor in inducing a price increase if such occurs. 

With a guaranteed wage plan such as that of the Ford Company, the income 
transfers which are likely to occur will be a mixture of those discussed above. 
There may be some slight increase in the stability of employment in the com- 
pany, causing the transfer among workers. In part the 5 cents per hour won 
at the bargaining table for this guarantee was at the expense of some other 
gains which might have been won,° and thus some workers have foregone in- 
come which they might have had. On the other hand, the 5 cents per hour was 
probably in part a net additional gain to the total wage package, and, since it 
now represents a new dimension to the contract which must be bargained for, 
it may result in future net gains to the wage package. Thus the other forms 
of income transfers will be likely to result. 

The types of income transfers which we have discussed are not new in our 
economy since similar transfers occur with the various state unemployment 
compensation programs, and they produce desirable stabilizing effects on the 
economy. If the UAW-Ford settlement should become a pattern for other 
collective bargaining negotiations, and this is by no means certain,’® these 
transfers would become far more important in our economy. The fact that 
seems to be overlooked by unions and their membership when they negotiate 
for guaranteed annual wages, particularly of the UAW-Ford type, is that they 
are bargaining for income transfers, some of which they may not approve. 

W, CarRTWRIGHT* 


* The Ford Motor Company offered counterproposals involving stock purchase at favor- 
able rates for workers. It is impossible to say how much was lost or foregone by the union’s 
insistence on the principle of the guarantee. 


* Whether or not the wage plans developing in the auto industry become a pattern for 
other industries is highly conjectural. The annual improvement factor which was intro- 
duced in this industry five years ago has not spread. On the other hand, health and welfare 
and pension programs have developed in the past few years on a fairly widespread basis, 
but they have an appeal for all workers since old age is inevitable and sickness and ac- 
cidents are uncertain. The insecurity arising from possible layoff is not so generalized or 
uncertain and many workers and their unions will not favor using their bargaining 
strength for objectives which do not benefit the majority of the membership. In many 
industries unions have already decasualized income among members by decasualizing em- 
ployment through job control and the hiring hall or dispatching office. Such unions are not 
likely to bargain for supplementary unemployment compensation at the expense of other 
possible gains. In industries in which employment is highly sensitive to seasonal or cyclical 
factors and where the union does not have job control, privately negotiated supplementary 
unemployment compensation may be more likely to become a major bargaining issue. 
The auto industry is the first major industrial area where management has accepted the 
responsibility for maintenance of workers’ inccmes. 

* The author is assistant director of the Institute of Labor Economics, University of 
Washington. 
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The Rate of Interest, Fisher’s Rate of Return over Costs 
and Keynes’ Internal Rate of Return 


Republication of Irving Fisher’s The Theory of Interest' will enable econo- 
mists to correct an error propagated by a careless statement in Keynes’ Gen- 
eral Theory. Keynes erroneously alleged that his marginal efficiency of capital 
is identical with Fisher’s marginal rate of return over cost, and that it is used 
for exactly the same purpose. Unfortunately Keynes was wrong; they are not 
the same and they were not used for the same purpose. 

1. Keynes’ Marginal Efficiency of Capital. Keynes’ marginal efficiency of 
capital is the rate of discount which equates the present worth of the receipt 
stream to the present worth of the expense stream.” If R(¢) denotes the receipt 
stream and E(t) denotes the outlay stream, both as functions of time, and if 
be the discount factor for ¢, then [R(t) — E(t)] is the net pres- 
ent worth of an investment option. The rate r which sets this present worth 
equal to zero is the marginal efficiency of capital, or the internal rate of re- 
turn, but it is not Fisher’s rate of return over cost.* 

However, it is interesting to note that Keynes did believe he was really 
following Fisher, for he wrote, “Professor Fisher uses his ‘rate of return over 
cost’ in the same sense and for precisely the same purposes as I employ the 
‘marginal efficiency of capital.’ ’* 

2. Fisher’s Rate of Return over Cost. Fisher’s rate of return over cost con- 
cept, developed in order to rank investment alternatives by the universally 
correct criterion of maximum present value, can be defined only by reference 
to at least two alternative investment options. Letting subscripts denote invest- 
ment options, 


f ‘( [R() — — [RAO — 


is the difference in present worths of the two investment options when 
each is discounted at the rate r. The rate r which sets this difference 
equal to zero is Fisher’s marginal rate of return over cost.’ Fisher always 
meant by the expression “opportunity” a choice between two alternative in- 
vestments.® Therefore he could say that for this opportunity (between the 
two options) the advantage of 1 over 2 at any moment f¢, is (R, — E,) — 
(R, — E,), or upon rearranging terms, is (R, — R.) — (EZ, — E-). Fisher 


‘Irving Fisher, The Theory of Interest (New York, 1930) and reissued by Kelley and 
Millman, New York, 1954. 

*J. M. Keynes, The General Theory of Employment Interest and Money (New York, 
1936), p. 140. The distinction between the marginal internal rate of return and the average 
internal rate of return, provided that the reader thinks in terms of either an incremental 
unit or a lump-sum nondivisible irvestment, while important for some problems, is not 
critical for the present discussion. 

* Fisher, op. cit., pp. 151-55. 

* Kevnes, op. cit., p. 141. 

* Fisher, op. cit., p. 155. 

Ibid., p. 151. 
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called this latter expression the surplus of advantages over disadvantages.” 
The rate of discount which equates the present worth of the advantages, 
(R, — Rz), to the present worth of the disadvantages, (Z, — E,) is the rate 
of return over cost.* If one makes the careless step of thinking of the advan- 
tages as a simple receipt stream and the disadvantage as a simple cost stream 
for a single investment he will then be able to think that the internal rate’ of 
return is the rate of return over cost. Fisher’s rate of return over cost always 
involved a comparison of two options, not a discounting of merely one option. 

A numerical example might sharpen the difference. Suppose that each of 
two alternative investment options requires an immediate outlay of $25. 


| 
| 
| 
| 
| 
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Ficure 1. RATE oF RETURN Over Cost AND INTERNAL RATE OF RETURN 


Suppose that one, A, yields a receipt stream of $5 per year for ten years, and 
the other, B, yields $1 in the first year, $2 in the second, etc., up to ten years. 
The internal rate of return of A is about 17 per cent while B’s is about 12.5 
per cent. Yet the Fisherian rate of return over cost of B compared with A is 
6 per cent. Figure 1 shows the present value of the net receipt streams of A 
and of B for different discount rates. The discount rate at which line AA cuts 
the horizontal line for $25 is 17 per cent. Line BB cuts the $25 line at 12.5 
per cent. But notice that BB intersects AA at 6 per cent; under 6 per cent B 
is superior because it has the larger present value, while at rates over 6 per 
cent A is superior. The distance between the lines AA (or BB) and the $25 


[bid., p. 153. 
* Ibid., p. 155. 
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cost line, at any rate of interest, measures the net present worth of opportu- 
nity A (or B). 

According to their internal rates of return A would be preferred to B (17 
per cent as compared to 12.5 per cent); yet B will be the preferred investment 
at interest rates below 6 per cent according to the maximum present wealth 
criterion. Before the reader interjects that both investments will be profitable 
and hence both will be undertaken let him assume that the two investments, 
A and B, are mutually exclusive alternatives, e.g., a wood bridge or a steel 
bridge, an electric bus system vs. a gasoline one, a brick house vs. a wood 
house. Hence both cannot be undertaken. A ranking of substitutable invest- 
ments by the Keynesian internal rate of return is not consistent with the maxi- 
mizing of net present wealth. 

Fisher wanted to show that the ranking of alternatives according to the 
maximum wealth criterion would depend upon the market rate of interest. To 
emphasize this, he developed the rate of return over cost concept as a means 
of determining at what rate of interest the reversal of preference would occur.’* 
Fisher’s rate of return over cost serves merely as a device to determine all the 
rates of interest at which investment 1 would be preferred to 2. It does not give 
a rate of return over cost with which to rank investments once and for all, for 
the simple reason that the rankings change as the rate of interest changes. 
Now, ranking on the basis of internal rates of return is correlated with present- 
worth rankings if the only investment options compared are a particular in- 
vestment and an option to invest at the market rate. But if there are two 
investment options alternative to market lending, the internal rates of return 
of the two options will mot rank them consistently with their present values. 

3. Sources of Confusion. A plausible source of the confusion is Fisher’s 
sentence which Keynes quoted in his General Theory. “The rate of return over 
cost is that rate which, employed in computing the present worth of all the 
costs and the present worth of all the returns, will make these two equal.’?° 
But Keynes did not quote the next sentence which reads, “Or, as a mathema- 
tician would prefer to put it, the rate which, employed in computing the 
present worth of the whole series of differences between the two income 
streams (some differences being positive and others negative) will make the 
total zero.”*4 And the next sentence, “If the rate, so computed, were taken 
for every possible pair of income streams compared as to their advantages 
and disadvantages, it would authentically decide in each case which of the 
pair is to be preferred.” 

Or possibly Keynes had read the section in Fisher’s book just preceding the 
quoted sentence—a section titled “The Case of Perpetual Returns,” which 

*“To induce him to make a change, the rate of return over cost must exceed the rate of 
interest.” But Fisher attaches the following generalizing footnote to this sentence: “In case 
the advantages (returns) precede the disadvantages (costs), ... . the proposition must be 


reversed, as follows: The earlier advantage will be chosen only in case the rate of future 
costs over present returns is less than the rate of interest.” Jbid., p. 159. 

* Keynes, op. cit., p. 140. This sentence quoted by Keynes is the only one I can find in 
Fisher's Theory of Interest which referred to equating costs and returns, without also 
referring to two investment options. 


™ Fisher, op. cit., pp. 168-69. 
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discusses investment options that generate constant net receipt streams to 
perpetuity. In that case, the ranking provided by Keynes’ internal rate of 
return will conform to Fisher’s ranking by the present value at the market 
rate. This means that Keynes’ and Fisher’s ranking will agree in the event 
that two special conditions (which are not usually fulfilled) are fulfilled: (1) 
the net receipt stream generated by the nonconstant nonperpetual investment 
option can immediately upon its generation be reinvested in new investment 
options with the same Keynesian internal rate of return, and that (2) this 
reinvestment of the generated net receipts can be continued in this way at 
this same internal rate forever. Any net receipt stream can be converted in the 
market to a constant net receipt stream to perpetuity, but this does not mean 
that the Keynesian internal rate of return for the nonconstant nonperpetuity 
investment prior to conversion to a constant income perpetuity will be the 
same as the internal rate of return on the purchase after conversion to a con- 
stant perpetuity in the market; this latter rate will equal the market rate.** 

If the time paths of the net receipts of the compared options are identical 
(except for a proportionality factor) the Keynesian internal rate of return 
ranking will agree with the Fisherian maximum wealth criterion. In other 
words, in order to have the Keynesian ranking agree with Fisher’s either we 
must assume exactly similar time paths, or we must assume the net receipts 
from the two alternatives can be immediately and perpetuaily reinvested at 
their own internal rates of return. 

4. Significance of Confusion. Many economists agree with Keynes in attrib- 
uting the internal rate of return to Fisher, but they seem to have overlooked 
the fact that Keynes’ internal rate of return did not give an investment de- 
mand function according to the maximum present wealth criterion of choice 
by investors.** Consequently their rationale for explaining why the rate of 
investment increases as the rate of interest falls has been logically defective 
(inconsistent with wealth maximizing) and may be empirically inconsistent. 

In so far as Keynes’ General Theory is concerned, the error is completely 


“For example in the earlier examples, investment option B, had an internal rate of 
return of 12.5 per cent. If it were sold in the market at $42 (with the market rate at 4 
per cent), the $42 would buy a constant 4 per cent perpetuity of $1.68 per year, equivalent 
to 6.7 per cent of $25. If the market rate had been 2 per cent, i.e., if the present value of 
option B turned out to be $48, it could have been converted into an annual perpetuity of 
2 per cent on the $48, equivalent to 3.87 per cent on the $25 cost. Of course, the ratio of 
the converted perpetuity rate of return on the cost to the market rate, 3.87/2.00, always 
equals the ratio of present value to cost $48/$25. 

* See, as typical examples: D. Dillard, The Economics of John Maynard Keynes (New 
York, 1948), pp. 135-42; S. Enke, Intermediate Economic Theory (New York, 1948), pp. 
141-48 (e.g., compare the statements. on p. 141 with those on pp. 146-47): A. Hart, Money, 
Debt and Economic Activity (New York, 1948), p. 180; A. Hansen, Monetary Theory 
and Fiscal Policy (New York, 1949), pp. 57-58; R. Ruggles, National Income and Income 
Analysis (New York, 1949), pp. 262-65; E. Schneider, Pricing and Equilibrium (London, 
1952), p. 166; T. Scitovsky, Welfare and Competition (Chicago, 1951), p. 210. 

Many sthers without using the concept of the marginal efficiency of capital (the internal 
rate of return) reach essentially correct formulations, although they do not indicate that 
there is a conflict in the literature. J. Bain, Pricing, Distribution and Employment, rev. ed. 
(New York, 1953), pp. 695-96. P. A. Samuelson, Economics, 3rd ed. (New York, 1955); 
but see his footnote 1, p. 578. 
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harmless. Keynes sought a proposition about the slope of the aggregate in- 
vestment function. Whether one uses the internal rate of return or the Fisher- 
ian rate of return over cost to rank investment options according to present 
net wealth, lower market rates of interest imply larger rates of investment. 
The fact that his derivation of the negative slope did not correspond to 
Fisher’s led to no difficulty in Keynes’ General Theory. How one derives a 
propcsition is irrelevant if one is interested only in the empirical validity of 
the proposition. Keynes might aptly have said, “Merely another example of 
the advantage of practical knowledge over logical analysis.” 

Fisher’s theory is a model for deriving propositions about how the eco- 
nomic system operates, and how it reacts to changed circumstances. He asserted 
that the kinds of investment that will be characteristic of a low-interest-rate 
economy are so-and-so as compared with those in a high-interest-rate economy. 
Or that certain kinds of cultural attitudes or technological changes will lead 
to lower interest rates, etc. And these theorems are valid even when uncer- 
tainty prevails for the individual economic participants—uncertainty which 
destroys the prescriptive and descriptive content of the postulates of individual 
behavior which Fisher used to derive his economy-wide theorems. 

From the methodological point of view, the interesting feature is the way 
in which Fisher derived his theorems. He assumed certainty and he built up 
the investment demand schedule by changing the rate of interest and for each 
rate computing the implied present value of different actions. This opens him 
to a charge of logical inconsistency—one that can be levied against the in- 
ternal rate of return also. The internal rate of return depends upon present 
and future prices; present prices reflect future use values through the market 
place’s discounting process, which depends upon the rate of interest. As the 
interest rate changes, the structure of prices changes, especially the ratio of 
present prices to future prices. This in turn will affect the internal rate of 
return. Thus the internal rate of return cannot be measured independently of 
the existing rate of interest, and therefore a schedule of investment demand 
at different market rates of interest requires that one compute the internal 
rates of return in terms of the prices that would prevail at each potential 
market rate of interest. Hence in addition to its inconsistency with wealth 
maximizing, it has an inherent logical inconsistency as a basis for deriving 
the demand curve of investment, i.e., it is dependent upon the rate of interest. 

In a nutshell, we cannot in full logical consistency draw up a demand curve 
for investment by varying only the rate of interest (holding all other prices 
in the impound of ceteris paribus).‘* Fisher, despite his exposition which is 
based on the supposition that one merely changes the rate of interest and 
holds other prices fixed, understood this. He said that interest rate changes 
were part and parcel of changes in the structure of price ratios."* For example, 


* This is exactly analogous to the distinction between the Marshallian partial equilibrium 
demand and the Walrasian general equilibrium demand discussed by Milton Friedman, “The 
Marshallian Demand Curve,” Jour. Pol. Econ., Dec. 1949, LVII, 463-95. In the present 
context the partial analysis curve misses the essence of capital theory, the relationship 
between interest rates and the price structure. 


* Fisher, of. cit., footnote, p. 131. 
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he discussed how low rates of interest mean that steel bridges, which have 
relatively higher present worths than at higher rates, will be able to bid away 
land sites.** He could have gone even farther and indicated that changed 
tastes, new inventions, increased supplies of resources (discovery of new ores, 
etc.) all lead to revised demand and supply relations armong present resources 
as well as between present and future resource availabilities. A discussion of 
the effects of changes in the rate of interest in the context of a given price 
structure is likely to be misleading.** Fisher illustrated the process of change 
via changes in the price structure. The proximate Fisherian analysis of inter- 
esi rate effects via a fixed price structure is not adequate for deeper under- 
standing of the significance of interest rate changes. However, these logical 
inconsistencies or shortcuts enable a simpler analysis which has led to valid 
theorems about observable investment events and characteristics. 
ARMEN A. ALCHIAN* 

* Ibid., pp. 178-205. 

“Tt might be that standard textbook discussions are vulnerable on this count. See for 
example, J. Bain, of. cit., pp. 695-96; A. Hansen, Business Cycles and National Income, 
(New York, 1951), pp. 133-35. 


*The author is associate professor of economics at the University of California, Los 
Angeles. 


Exchange Rate Adjustments and Living Standards: Comment 


In an article in the December 1954 issue of this Review, Warren L. Smith 
developed a suggestion of Haberler’s on the effect of exchange rate adjust- 
ments on the standard of living. This effect may be divided into two parts. 
The first is the reduction in the real amount of goods and services available 
for domestic use that will result from the removal of the import surplus; this 
effect of exchange rate adjustment on the standard of living Haberler referred 
to as the “primary” burden. But the change in exchange rate would ordinarily 
also affect the country’s terms of trade and therefore result in either an addi- 
tional or “secondary” burden if the terms of trade are worsened, or a “secon- 
dary” benefit if the terms of trade are improved. And to assess the effect of 
exchange rate adjustment on the standard of living, both of these burders or 
benefits must be considered. 

Smith pcints out that in the case in which the conditions for stability in the 
foreign exchange market are not satisfied, so that improvement of the balance 
of payments will necessitate exchange appreciation, the terms of trade will 
improve to such an extent as to overbalance the direct effect of the removal of 
the import surplus, thus bringing a net improvement in the standard of living. 
But even in the “normal” case in which the foreign exchange market is stable 
so that depreciation improves the balance of payments, this improvement may 
be accompanied by a bettering of the terms of trade, thus offsetting in part 
(or in the limiting case, entirely) the “primary” burden on the standard of 
living. “This will happen if the product of the elasticity of foreign demand for 
exports and the elasticity of the domestic demand for imports exceeds the 


* Warren L. Smith, “Effects of Exchange Rate Adjustments on the Standard of Living,” 
Am. Econ. Rev., Dec. 1954, XLIV, 808-25. 
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product of the elasticity of the foreign supply of imports and the elasticity of 
the domestic supply of exports.’’* In a world in which the demand elasticities 
may be quite low, it would appear that this secondary benefit by way of im- 
provement in the terms of trade would be unlikely to materialize. But Smith 
believes that under full-employment conditions the elasticities of supply of 
many exportable goods may be so low as to do the trick: “If they are lower 
than the demand elasticities, on the average, an improvement in the terms of 
trade may be expected, pe thus reducing the burden occasioned by the removal 
of the import surplus. 

One question 1 wish to pose is: Will a low elasticity of supply of exports be 
associated with a full-employment policy? In the depreciating country this is 
likely to be the case, unless the country takes steps to reduce the domestic 
demand for resources which are also needed by the export industries, or unless 
the depreciation itself redistributes income in such a way as to reduce aggre- 
gate spending, in real terms, on domestic output. But in the “other” country, 
whose exchange rate must be appreciating at the same tirne, a full-employment 
policy will generally be associated with a very high elasticity of supply of 
exports. As the volume of exports declines, resources that thereby become 
unemployed should be able to secure new employment in the domestic sector 
of the economy with little or even no reduction in their prices. The more 
aggressive the full-employment policy, the smaller will be the downward pres- 
sure on export prices as the volume of exports declines, since the increase in 
expenditure in the domestic sector, occasioned by the full-employment policy, 
provides a ready alternative to employment in the export sector. This is merely 
one aspect of the bias inherent in a full-employment policy: theugh it is likely 
to exert upward pressure on export prices in the depreciating country, it is not 
likely to exert downward pressure, at the same time, on export prices in the 
appreciating country; or to put it another way, it is likely to result in a low 
elasticity of supply of exports in the depreciating country, but a high elasti- 
city of supply exports in the appreciating country. The term “bias” is not 
meant to imply criticism of a full-employment policy, however; the effect of 
such a policy on this particular facet of international adjustment merely con- 
stitutes one of the problems that must be taken into consideration by the 
depreciating country. 

It is unlikely, therefore that the supply elasticities will be so low as to move 
the terms of trade in favor of the depreciating country, given relatively low 
demand elasticities. Under full-employment conditions it is the supply 
elasticity of the depreciating country’s imports that is likely to be high; under 
conditions of unemployment of resources, it is the supply elasticity of the de- 
preciating country’s exports that is likely to be high. In either case, when a 
country depreciates in order to eliminate a substantial balance-of-payments 
deficit, both the primary and the secondary effects are likely to be “burdens,” 
with a consequent reduction in living standards. 

One possible exception that comes to mind is the case of primary-products- 


* Ibid., p. 822. 
* Loc. cit. 
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exporting countries, where the elasticity of domestic demand for the products 
(or resources) of the export industries is very low. This may be due to a high 
degree of specialization of exports (wool in Australia, wheat and pulp and 
paper in Canada); or it may be due to'the division of the economy into a rela- 
tively modern export sector and a primitive domestic sector (as in many of 
the underdeveloped countries), with a substantial gap in factor earnings as be- 
tween the two sectors. A decrease in the volume of exports in such countries, 
as a result of appreciation of their exchange rates vis-a-vis the country or 
countries adjusting to balance-of-payments deficits, would exert downward 
pressure on export prices, and the lower the elasticity of domestic demand for 
the products (or resources) of the export industries, the lower would be the 
elasticity of supply of exports, hence the more favorable the movement in the 
terms of trade for the depreciating countries. 
GrorcE KLEINER* 
University of Illinois 


* The author is associate professor of economics at the University of Illinois. 


Correction 
Professor Leonid Hurwicz has asked that the following correction be made 
in his review article “Input-Output Analysis and Economic Structure,” which 
was published in the September 1955 issue of this Review. On page 630, the 
words following “determined” in line 10 should be deleted, so that the sentence 
in lines 9-10 will read: “Given the levels (intensities) of all activities, the 
inputs and outputs are assumed to be uniquely determined.” 
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Economics and Liber lism: Collected Papers. By O. H. Taytor. Harvard 
Economic Studies, Vol. XCVI. (Cambridge: Harvard University Press. 
1955. Pp. 321. $5.00.) 

Those who have known Overton Taylor and have read his papers as they 
were published will be glad to have them collected in one volume, and will 
be impressed anew, as they read them consecutively, with his wisdom and in- 
sight. They will hope that publication in this form will greatly extend his 
influence: it is a healthy influence, old fashioned yet peculiarly needed in our 
generation. 

In a short introduction Taylor reviews each of the twelve papers which are 
included, papers written between 1926 and 1952; he indicates how each came 
to be written and how he now feels about the views expressed. Of the first 
item he says: “I would not now defend everything that is said in this old ‘ju- 
venile’ article of mine, but in the main I do still hold the views expressed in 
it” (p. 5). The arrangement of the articles is chronological; but this mature 
essay by the “juvenile” Taylor is a most appropriate introduction to the two 
main groups of papers which concern liberal philosophy and liberal policy. 

For those who do not know the author his own description of his iaterests 
may be helpful: 


I am not, or am hardly, ‘an economist’ in the now most usual meaning of 
the term; but am instead an old-fashioned, philosophical, political econ- 
omist. . . . My strongest interests have been . . . in the search for the 
broadest and deepest intellectual foundations on which to build my over- 
all economic, social, moral and political philosophy. And this concern un- 
doubtedly is the most antiquated, ‘obsolescent’ feature of my outlook. I 
simply cannot do as others now do—jump directly into special problems 
of economic policy, with only an economist’s equipment and my basic 
personal predilections left in the state of being merely unexamined preju- 
dices. (Pp. 1-4) 


At the end of the introduction he refers to himself as “one who is less truly 
an economist than a perpetually troubled mind-changing moralist” (p. 23). It 
is no reflection on economists (of whom we have so many and so good) to 
express our belief in the great value of the contribution of this economic 
philosopher (of his kind we have so few and need, not many but those not 
merely good). 

The first paper is a review of Tawney’s Religion and the Rise of Capitalism 
and is chiefly concerned to counter “his conception of the liberal movement as 
simply a progressive stripping off of legal and moral restraints upon the anti- 
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social greed of individuals” (p. 27). Taylor draws attention not only to the 
economists’ demonstration of the working of competition but also to the 
philosophers’ views of the moral nature of man. ‘““The new leniency towards 
individual desires was closely connected with a new faith in the moral faculties 
of individuals, and in the goodness of normal human nature” (p. 28). “They 
[the liberals] preferred to trust the individual’s moral sense, plus his fear of 
competitors, than a law which prescribed the quality of his output and his 
prices but made him a sheltered monopolist” (p. 32). 

Two articles follow on “Economics and Natural Laws” and “Economics and 
the Jus Naturale.” These represent a condensation and rewriting of his 
doctoral dissertation. They are referred to in Schumpeter’s History of Eco- 
nomic Analysis as “the only study I can commend for correct appraisal of this 
work done under auspices of the natural-law idea” (p. 107, fn.1). Particularly 
interesting is the emphasis on the unity of Adam Smith’s thought in ethics 
and economics, “Competition could work as Adam Smith thought it should 
werk only in a society whose legal system, and whose current and effective 
standards of business morality, were products of the effective working of the 
force of sympathy” (p. 97). The exploration of the philosophical) roots of 
liberalism is continued in the paper on “General Education in a Free Society” 
and that on “Philosophers and Economic Theories in Modern Occidental 
Culture.” Reading these papers leads one to plead for publication of the sub- 
stance of the lectures on Economics and Philosophy which Taylor has given for 
many years at Harvard, from which these fragments clearly derive. 

The implications of the liberal philosophy for practical policy are not as 
obvious as they may seem, and one finds Taylor oscillating between a rigid 
laissez-faire position and “New Deal” liberalism. In 1933 he reacted strongly 
against the New Deal: “Men must have security against the intervention of 
governmental and other superior forms of power against them in their 
markets, if they are not to take all the revenge they can when they, in turn, 
have the power . . . a general recovery of honest business, agriculture and em- 
ployment is most endangered by the power strategy and economic illusion of 
the discontented classes” (p. 113). Further examination of the “power politics 
of intra-societal group struggles and communal value systems” is found in 
the fifth paper, “Economic Theory and Certain Non-Economic Elements in 
Social Life.” In “Free Enterprise and Democracy” in 1948 Taylor had swung 
to the other extreme in acceptance of the New Deal: but the change in his 
own position should not be attributed, as he attributes it, to his change of 
mind without consideration of the change in the “Deal.” He is still concerned 
with group struggles: “The real dangers to American freedoms have their 
sources not within our existing government—in any power lust:in our officials 
—-but in the precarious balance of external pressures upon the government 
from private blocs” (p. 177). These policy questions are further explored in 
two review articles, one dealing with A. G. B. Fisher, the other with John 
Jewkes, Henry Simons, J. M. Clark and David McCord Wright. 

An illuminating essay on Schumpeter and Marx has little connection with 
the other papers, but is none the less welcome. The book ends with a paper on 
the “Future of Economic Liberalism.” That future “is not safe but also is 
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not hopeless, if all who believe in it will collaborate with fully awake but not 
overexcited and flexible minds, and in the study of all sides of the many-sided 
task of preserving it with the necessary adjustments and improvements” (p. 
311). One of the many sides which he emphasizes is the psychological and social 
problem of “frustration.” The causes of the revolt against liberal capitalism he 
sees in “excessive frustrations of peoples’ noneconomic and nonrational but in- 
evitable, natural, human, and legitimate emotional needs; for sufficient, toler- 
able degrees of relative stability, continuity, and security, not of their incomes 
alone, but of their local, personal, family, and group and community ways of 
life” (pp.310-11). The study of “human relations” has attracted over the last 
fifteen years many charlatans and is somewhat in disrepute, as a study lead- 
ing to totalitarian manipulation. Yet surely honest study of the problems of 
human relations must be a concern, of those who want liberalism to survive. 
It is important to “learn what conditions of life are required for tolerable 
emotional health and contentment or serenity, and how prevailing practices in 
free economic society might better provide or permit such conditions, without- 
undue interference with economic requirements” (p. 311). 
V. W. BLADEN 
The University of Toronto 


The Political Element in the Development of Economic Theory. By GUNNAR 
Myrpat. Translated from the German by Paul Streeten. (Cambridge: 
Harvard University Press. 1954. Pp. xvii, 248. $5.00.) 

This book was published in Swedish in 1930 and in German in 1932. 
Originally “planned as a frontal attack on the dogmas of the older generation” 
of Swedish economists (Cassel, Heckscher, etc.)—economic liberals strongly 
opposed to government intervention in economic activities-—the book turned 
out to be a “history of ideas” concerned with the evaluative, normative and 
political elements in economic theory (pp. vi-x). The chief aim was to expose 
the fallacy of deriving political applications from any theoretical system that 
failed to make explicit the value judgments on which it was based. No “politi- 
cal conclusions” can follow “from mere premises of facts” and/or from ob- 
jective (neutral, nonevaluative) aprioristic premises (p. 18, and in many 
other places). 

Myrdal attempts to show that almost all economists from the early physio- 
crats to the present, however sincere in assuring us of the objectivity of their 
arguments and of the positive, nonnormative character of their systems, have 
in fact inserted, at some point of their analysis, some value-laden concepts, if 
not direct valuations. : 

This was rather obvious in all “natural law” theories, and the utilitarians 
criticized them vigorously on that account. But “it is part of the thesis of this 
book that . . . the direct contribution of utilitarianism amounted to little more 
than a more elaborate formulation of the natural law doctrines” (p. 27). 
Myrdal presents this thesis in a lively discussion and, in the process, traces 
“the general outline of the arguments of utilitarian philosophy” (p. 52). Al- 
though critical throughout, he ends this exposé with an admission of some 
“beneficial effect” of utilitarianism on economic thought: “One can get a 
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certain idea of the horrors from which utilitarianism has preserved economic 
theory by looking at economic writings such as those of O. Spann, which 
sprang from German political philosophy” (p. 54). But Myrdal cannot for- 
give the utilitarians their basic “doctrine of harmony” and their belief in the 
existence of a “social optimum” in an objective sense. 

In the chapters on the “classical” and “neo-classical” theories of value 
Myrdal undertakes to show that most explanations of price, whether based 
on labor, production cost, objective use value, subjective utility, real cost, or 
on a mere logic of choice, had normative or evaluative implications. His ar- 
guments will be fully convincing only to those of his readers who agree with 
him that “nearly all our terms . . . are value-laden” including “ ‘productivity,’ 
‘equilibrium,’ ‘balance,’ ‘adjustment,’” and that some “directly normative 
concepts” which “are best eliminated altogether” include “utility,” “real or 
subjective costs,” “welfare,” “social utility,” “real national income,” “mini- 
mum social sacrifice,” “economy,” and “economical” (pp. 20-21). In some of 
his pronouncements Myrdal goes far beyond the thesis he set out to prove; for 
example, when he declares that “the subjective theory of value . . . neither 
conveys knowledge of facts, nor does it solve practical problems. It is an 
abstract, barren construction of great complexity for the uninitiated. It is one 
of those systems so common in the social sciences which yield only pseudo- 
knowledge. An abstract theory of price formation without a theory of value 
does not even pretend to describe empirical facts: it is primarily concerned 
with formulating questions” (p. 96). 

This sounds remarkably like the antitheoretical strictures in the writings 
of the institutionalists. But Myrdal is not one of their friends. For “they 
criticize nearly everything in the classical heritage—except the basic norma- 
tive approach. Without being quite clear about it themselves they are as 
much dominated by the general welfare concept as the classical writers” (p. 
4). Lest some reader wonders just what Myrdal wants economists to do if they 
are neither to be all-empirical nor abstract nor normative, we repeat that he 
wants them to make explicit the value judgments which must be hidden some- 
where beneath their arguments and conclusions. 

In his critique of economic liberalism, Myrdal first disassociates himself 
from the “severest critics” and allegedly “deadliest opponents of liberalism’’: 
Veblenians, theoretical socialists, labor politicians, conservative interven- 
tionists and protectionists, because they all accept some of the general pre- 
suppositions of liberal theory (pp. 104-05). Myrdal’s objection to liberalism is 
that it “sets out to isolate an ‘economic’ factor in political life” and “gives a 
scientific appearance to an individualist, anti-interventionist prejudice” (p. 
137). He criticizes the customary separation of the sphere of “production and 
exchange” from the sphere of “distribution” and the belief “that the desir- 
ability of liberalism could be proved” for the former. This view, that “national 
income is maximized in a free economy, even although its distribution could 
be improved by political interference,” he regards as “the least vulnerable 
position of liberalism” (p. 129). He rejects it chiefly on the ground that an 
objective measurement of national income would presuppose an “objective” 
yardstick, instead of the market prices which are affected by an income dis- 
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tribution which in turn can be affected by political intervention. (p. 132). 

Myrdal also rejects as unwarranted and unfair the liberal contention that 
the burden of proof always rests on those who advocate intervention. Since 
“there are in the real world many deviations from free competition, it is 
difficult to decide whether any particular intervention would bring the fictional 
state of free competition nearer or remove it further. Hence, the onus of proof 
cannot rest on the person who advocates intervention simply because it is an 
intervention.” To Myrdal, economic liberalism is “unrealistic in its premises 
and fallacious in its deductions” (p. 138). 

Myrdal’s discussion of liberal economic theory is of course not as general as 
might appear from these selected quotations. On the contrary, it includes a 
review of the anti-interventionist arguments of Smith, Bentham, Malthus, 
Ricardo, McCulloch, James and John Stuart Mill, as well as the British 
neoclassical economists. Myrdal is especially hard on the British ideologies 
leading up to “welfare economics.” By contrast, “in Austria, economics has 
never had direct political aims in spite of the close connection of the Austrian 
marginal utility theory with utilitarian philosophy. The Austrians were pre- 
occupied with value theory and never elaborated a detailed theory of welfare 
economics. The same is true of the Lausanne school’ (p. 128). How did the 
anti-interventionist writings of the Austrian von Mises escape Myrdal’s 
attention? 

The concept of an “economy” or Volkswirtschaft as “ a collective subject of 
economic activity” (p. 140), regarded either as a “reality” or as a construct 
like that of the “communist fiction,” is analyzed in a separate chapter together 
with ideas about “social value” (as presented in the theories of J. B. Clark 
and von Wieser). Another chapter is given to a survey of the theory of public 
finance, because “the political conclusions” in this field are “based on even 
more self-contradictory and on even looser premises than the conclusions in 
other fields” (p. 157). It is in this chapter that Myrdal gives critical attention 
to Swedish economists, especially Wicksell and Lindahl. 

There can be no serious quarrel with Myrdal’s main theses that “valuations 
should not be incorporated into economics by means of fallacious arguments,” 
that ‘economic reasoning is often obscured by the fact that normative princi- 
ples are not introduced explicitly,” and that “the basic concepts are frequently 
charged with normative implications” (pp. 191-92). Others of Myrdal’s theses 
leave much room for argument. For example, he contends: “The idea that one 
can judge social policy from a ‘purely economic point of view’ is thoroughly 
metaphysical. It assumes tacitly that there is such a thing as the interest of 
society as a whole, and that particular interests, though superficially antago- 
nistic, are at heart reconcilable” (p. 195). This aud similarly provocative pro- 
nouncements call for serious consideration. Unfortunately, however, Myrdal 
is not satisfied with presenting supporting arguments for his theses and offering 
pertinent illustrations from the writings of great economists. He goes on re- 
peating himself far more than might be needed for pedagogic purposes, he 
extends his criticism to matters not relevant to his argument, he makes gratui- 
tous (and misleading) remarks about “unrealistic assumptions” and “abstract 
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theories,” and he finally offers some rather absurd suggestions for an improved 
“technology of economics.” 

The improvements which Myrdal expects are to be attained chiefly through 
an “analysis of the field of social interests” (p. 199). Yet, “a technology of 
economics should not be built upon economic interests, but upon social at- 
titudes. ‘Attitude’ means the emotive disposition of an individual or a group 
to respond in certain ways to actual or potential situations.” However, “no 
direct conclusion can be drawn from the way people think and talk to their 
attitudes.” Especially “ a technology of economics should not accept attitudes 
which are based upon erroneous conceptions of the real world. Ideally, it 
would have to build on attitudes which the individuals with false opinions, 
given their general emotional dispositions, would have if they knew all the 
facts; or... all that is actually known by contemporary experts.” But since 
this is impossible, “the technology of economics . . . should confine itself to 
empirically observable group attitudes, including potential attitudes which 
would become actual in certain carefully specified conditions.”’ Thus, “our 
problem is . . . part of the psychology of character and, since we are concerned 
with social groups, it is a problem of the social psychology of the character 
of groups. The technology of economics is a branch of modern, psychologically 
oriented sociology.” All this Myrdal advances in dead earnest although he 
recognizes that attitudes change all the time, and can be changed by prop- 
aganda—which “will weaken the basis of a technology of economics by making 
it more difficult to determine the relevant attitudes” (pp. 200-06). It is 
a mystery, at least to this reviewer, how such a keen critic of all harmony-of- 
interest doctrines manages to end up with a proposal that economics, theoreti- 
cal and practical, be based on surveys and analyses of the (anything but har- 
monious) “attitudes” of the people. 

It should be noted that Myrdal of 1954 no longer subscribes to all the ideas 
advanced by Myrdal of 1930. Some of them he now recognizes to have been 
“naive empiricism,” and he retracts his antitheoretical position to some ex- 
tent by this prefatorial statement: ‘Facts do not organize themselves into con- 
cepts and theories just by being looked at; indeed, except within the frame- 
work of concepts and theories there are no scientific facts but only chaos” (p. 
vii). But in some respects he has become even more extreme: while in 1930 he 
still thought that some basic concepts in economic theory might be free from 
value connotations, he now holds that valuation enters all observation of facts 
and all formation of concepts from the very outset. All our “questions are an 
expression of our interest in the world, they are at bottom valuations. Valua- 
tions are thus necessarily involved already at the stage when we observe 
facts and carry on theoretical analysis, and not only at the stage when we 
draw political inferences from facts and valuations” (p. vii). Philosophers have 
often discussed this issue and have concluded that a pragmatic attitude in 
asking questions must not be confused with an evaluative or normative attitude 
in carrying out scientific research and analysis. 

Myrdal wrote his book before the advent of the new welfare economics, the 
compensation principle and the social welfare function. The reader of the book 
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will find many occasions to wonder what Myrdal would have said about the 
answers recently proposed by modern welfare economists. In order to satisfy 
this curiosity at least to some extent, Paul Streeten of Oxford University has 
furnished an appendix to the book, on “Recent Controversies.” In the brief 
space of ten pages he succeeds in giving a most informative survey of the 
main issues discussed in the welfare literature of the last decades. The ex- 
cellent organization, clear exposition and concise treatment of the problems 
can serve as a model to many economists—including Myrdal. 

Streeten deserves commendation also for the translation of the book. There 
are only a very few terms in which he has not caught the exact meaning of 
the original expressions: Rechtsstaat should be rule of law, not “state of 
justice”; the sozial politische Schule is not the “‘socio-political school’ but the 
social policy (social security or social justice) school; Wahlhandlungstheorie 
is not “behaviorist interpretation of choice” but pure logic of choice. The last 
of these is the most serious misunderstanding, for truistic and behavioristic 
theories of choice are true opposites, whereas the translator links them several 
times as parallels or complements. For example, he speaks of “a purely formal, 
behaviourist utility and value theory” (p. 99), substituting “behaviourist” for 
“subjective.” But on the whole the translation is not only correct but also 
written in a pleasant and polished English. Few foreign authors have had the 
fortune of finding a translator bringing so much competence and care to that 
usually thankless task. 

Fritz MACHLUP 

The Johns Hopkins University 


Les fondements comptables de la macro-économique—Les equations comp- 
tables entre quantités globales et leurs applications. By M. Avuats. (Paris: 
Presses Univ. de France. 1954. Pp. 91. 900 fr.) 

This is one of the books that one picks up with great expectations but 
puts down with a sense of disappointment. A detailed statement of the rela- 
tionships among components existing in a system of national accounts, cover- 
ing both the income account and the balance sheet and taking advantage of 
the power of algebraic sympolism, holds out hope of clarifying a number of 
knotty problems that have troubled students of social accounting, and of 
providing a teaching device for graduate students superior to the literary 
descriptions in common use. Allais’ book unfortunately does not live up to 
these opportunities although it is not without interest to specialists, and care- 
ful study of its 336 equations will induce every careful reader, if he is 
familiar enough with the subject not to become confused, to re-examine one or 
another of his views. The task of reading the book is made unnecessarily diffi- 
cult by the awkward symbolism used, small and capital letters, subscripts and 
superscripts (in capitals or minuscules), and Greek letters appearing without 
apparent system, and at times in a way that is rather confusing. 

The book is divided, after a short introduction, into two parts of approxi- 
mately equal length, or rather equal brevity since each covers only about 40 
pages. The first part sets forth the relationships existing among the main 
magnitudes in a system of national accounts comprising both the income ac- 
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count and the balance sheet. These relationships are presented mainly in the 
form of equalities between simple sums or differences of elementary magni- 
tudes, first for individual firms; then for an economy without government 
activity; and finally, very briefly for an economy in which the government 
constitutes a separate sector. While the systematic development of national 
accounts from those of individual economic units and the coverage of the 
balance sheet as well as the income account are commendable features of 
Ailais’ presentation, particularly from a didactical point of view, the real 
difficulties involved in sectoring the economy and in combining the statements 
of individual units (such as the differences in the valuation of identical items 
between creditors and debtors and between issuers and holders of securities) 
are ignored. The system of accounts set forth by Allais is basically the same 
as that now in actual use in many countries, at least so far as the income 
account is concerned. However, deviations are marked enough to prevent the 
use of Allais’ system as an illustration of present national income statistics. 
In particular, he insists on including both realized and unrealized valuation 
changes as part of income with the result that many of his definitions and 
equations look unfamiliar. As in many other instances, Allais does not offer 
any explanation for his deviation from current practice. 

The second part, in addition to giving a restatement of some previous re- 
sults, applies the same method to six specific fields: the theory of capital and 
income, the “dimension” of economic magnitudes, the theory of money and 
credit, the theory of saving and investment, inflationary and deflationary gains 
and losses (including some remarks on deflation of accounts), and the theory 
of economic dynamics. While in the first part Allais was able to give a fairly 
comprehensive though condensed treatment of the subject, the space allotted 
to each of the very difficult problems treated in the second part is so small that 
presentation is reduced to not much more than references to more extensive 
discussion in the author’s other works (this is particularly the case for the 
theory of economic dimension of which I for one cannot make anything), or 
to a few formal manipulations of overly simplified equations accompanied by 
the repeated assertion that the conclusions to be drawn from the equations 
are of great importance without indicating what they are. It would require 
more than the space of a usual review even to list Allais’ conclusions, several 
of which are quite challenging although they ure usually expressed in categori- 
cal language and with the assertiveness not unfamiliar in mathematicians writ- 
ing on economic matters. The reader should be warned however that, to the 
extent that Allais’ conclusions deviate from the commonly accepted pattern, 
they are strongly influenced by the rather peculiar theory of interest which the 
author has developed in his other works. 

The book thus, unfortunately, does not offer the theorist much in the way of 
conclusions of substantial novelty and validity. It is of little use to the practi- 
cal statistician because of its complete—and deliberate—disregard of the 
operational applicability of the concepts employed to either business or na- 
tional accounts, It cannot be recommended to students because of its awkward 
symbolism, excessive condensation, and unexplained deviations from estab- 
lished practice. Many readers, I fear, will be irritated by the author’s dogma- 
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tism; his repeated claims, without adequate evidence, for the important 
achievements of the method he uses; ard the disparaging treatment of other 
approaches, exemplified by various remarks on Keynesian theories that do 
not show great familiarity with the present state of the discussion. All these 
shortcomings, however, are much more pronounced in the second than in the 
first part of the book, which constitutes a rather interesting and stimulating, 
even if far from uncontroversial, exercise in the algebra of accounting. 
RAYMOND W. GOLDSMITH 
Washington, D.C. 


Centralization and Decentralization in Economic Policy. By J. TINBERGEN. 
(Amsterdam: North-Holland Publishing Co. 1954. Pp. viii, 78. $1.80.) 

The latest volume in the series of Contributions to Economic Analysis is a 
continuation of Professor Tinbergen’s earlier study in the mathematical for- 
mulation of public economic policy, On the Theory of Economic Policy. As 
in the earlier study, the relevant data available are assumed to consist of 
three types, the instrument variadles, which can be chosen by the government, 
the data, and the target variables, which represent the aims of the government 
(value of real national income, employment, or balance of trade, for example). 
It is assumed that the target variables are determined linearly in terms of the 
data and the instrument variables; however, some of the variables may be 
limited by boundary conditions. The targets may be regarded as fixed numbers, 
and the problem is to solve for the instrument variables; a set of targets is 
inconsistent if there exists no solution. More generally, the aim of the govern- 
ment may be thought of as that of maximizing a social utility function which 
depends upon the target variables; in this case, maximization involves the 
familiar marginal conditions that certain derivatives vanish. When the utility 
function is linear, the boundary conditions play an essential part; the prob- 
lem really becomes one of linear programming, though Tinbergen makes no 
allusion to this approach. 

Any choice of instrument variables will depend upon certain assumptions 
regarding the structural relations of the economic system, those which re- 
late instruments, targets, and data. The author speaks of conformity when 
the expectations are correct and nonconformity otherwise. 

Decentralized economic policy is characterized by the presence of several 
decision-making entities. Each makes its choice of instruments in terms of its 
own utility function and with its own expectations as to the behavior of other 
decision-makers; there may well be serious lack of conformity. A number of 
examples, such as the relation between the government and the trade unions 
and relations in international trade are presented. 

Some remarks are made on the probable nature of the social utility func- 
tion in relation to the utility functions of the individual decision-makers. In- 
strument variables for each of the individual decision-makers are classified 
according to their effects on the utility functions of other decision-makers; the 
probable effects of centralization on the choice of instrument variables are 
then studied briefly in terms of this classification. The whole is illustrated 
by some of the examples previously studied, particularly by international 
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trade, where centralization is equivalent to economic integration. 

From a theoretical point of view, the present book does not mark any 
particular step forward. Most of the conclusions are rather indefinite and 
would hardly surprise any -reasonably intelligent economist. Nevertheless, 
the clarity of presentation and above all the careful illustrative examples, 
each of which is really a paper on a particular aspect of economic policy, 
make the book well worth the time needed to read it. 

KENNETH J. ARROW 

Stanford University 


A General Theory of Economic Process. By Nett W. CHAMBERLAIN. (New 
York: Harper Bros. 1955. Pp. viii, 370. $5.00.) 

This effort to integrate political, sociological and economic concepts into 
a “general theory” stems from the author’s experience in the field of industrial 
relations. From it he takes the concept of the “bargain,” makes it the focal 
point of the volume, and emphasizes its cultural setting. This “bargain” idea 
is made to include not only all types of exchange transactions, but many other 
kinds of agreements dealing directly or indirectly with the use of scarce re- 
sources and their allocation among various alternatives. The coordination of 
these bargains in organizational units is the function of management. The flow 
of income at both unit and aggregate levels is determined by bargains and their 
twin roots, aspirations and alternatives. Micro- and macroeconomic situations 
are shown as derived from and influencing the matrix of their culture, yet in- 
dividual freedom and particular indeterminacy are given their due. Chains of 
cause and effect relationships are traced farther back and farther forward than 
in most other analyses of market behavior and income flows. A special ter- 
miunology is used, partly to provide what the author believes is a better set of 
abstractions for uniting micro- and macroanalysis than traditional maximiza- 
tion and equilibrium concepts, and partly, it seems, because labor economics 
suggests interesting analogies in other fields. 

The microanalysis which occupies fcur-fifths of the book explains human 
“aspirations” on both sides of the bargain-making encounter. The inevitable 
conflict among aspirations (consumption, work, group, etc.) is resolved by 
individuals through “balancing satisfactions according to a culturally influ- 
enced behavior pattern” (p. 69). Chamberlain rejects the traditional picture 
of rational maximization of satisfactions on the ground that the concept im- 
plies a single goal (or at least commensurable aspirations) and a finite period 
of time. He prefers to picture instead the multiplicity and rivalry of personal 
aspirations and the variability of time perspectives involved in the usual rough 
appraisals of possible risks and gains in alternative patterns of conduct. 

Individuals achieve their aspirations through the use of their bargaining- 
power. Sometimes they compete, sometimes they cooperate. Cooperation is 
either functional interdependence (through specialization, division of labor, 
and exchange) or collaboration in joint activity. Chamberlain introduces the 
sociological term “symbiont” for those functionally interdependent, like buyer 
and seller. Those with similar economic function like consumers or workers 
who can be, substituted for one another by a symbiont are called “com- 
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mensals.”” Commensals ordinarily compete with one another, but they may 
cooperate by agreeing to combine forces to increase their bargaining power 
as in trade unions or an association of business firms. Symbionts ordinarily 
cooperate, but they also compete whenever there is a range of indeterminacy 
in the terms of a bargain between them. 

Except for the acts of saving or self-employment, all economic actior ac- 
cording to Chamberlain involves “cooperation by agreement,” i.e., by a 
bargain. “The effort to win the consent of the other constitutes what we call 
bargaining. . . . Bargaining power can be defined as the capacity to effect an 
agreement on one’s own terms; operationally, one’s bargaining power is 
another’s inducement to agree” (p. 81). The inducement to agree is deter- 
mined by each party’s subjective comparison of two costs: the cost of agreeing 
on the other’s terms vs. the cost of disagreeing on those terms. If that which 
must be given up to make the bargain is less than that lost if the bargain is 
not made, an agreement to cooperate will result. This is the core of Chamber- 
lain’s common denominator for various economic processes. It applies to ex- 
change transactions in commodity and factor markets (though he eschews 
traditional phrases), to agreements among commensals concerning how to 
compete, to implicit understandings among officials of a firm about how far 
each can go without treading on another’s toes, etc. He later extends it into the 
political field to cover logrolling, caucuses, and even to the campaign promises 
of candidates that they will carry out the wishes of the voters who put them 
in office. 

Continuing with the same language, Chamberlain devotes one chapter to 
various “determinants of bargaining power,” and another to ways of “ma- 
nipulating” bargaining power. He defines the latter as “any action designed 
to affect the relative advantage of the relationship which one offers (whether 
an advantage of price or quality), by modifying the existing structure of as- 
pirations and alternatives” (p. 131). In a section reminiscent of E. H. Cham- 
berlin, Joan Robinson, e¢ al., he discusses forms of nonprice competition 
among sellers under the heading: “The Manipulation of Bargaining Power in 
Symbiotic Relationships.” A somewhat more novel analysis deals with “The 
Manipulation of Bargaining Power in Commensal Relationships.” Here he 
mentions ways of excluding rivals from the market, influencing the terms they 
offer, or binding them to “cooperate” in one way or another. His treatment of 
“combinations and alliances” among commensals shows familiarity with 
oligopoly studies such as Feliner’s and with Cox and Alderson’s ‘Theory in 
Marketing, a collection of essays which should be better known among econo- 
mists. 

Chamberlain next proceeds to analyze the operations of the “organizational 
unit” to set the stage for moving from micro-to macroeconomics. To him con- 
ventional market analysis is static; his is dynamic. Other writers overstress 
the importance of price, but really “it is only in their impact on . . . ongoing 
streams of income and aspirations that the prices of bargains have signifi- 
cance” (p. 163). “The actual effect of price changes” (on the flow of money 
in and out of a household) “is not wholly discernible or predictable at the 
time of change . . .” (p. 163). Here as in many other places this reviewer feels 
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inclined to say “of course,” and to wonder how many economists would find 
' his argument novel. Dean, Mack, Knauth, Gordon, Oxenfeldt, and others 
have covered much of what Chamberlain has to say without recourse to his 
peculiar vocabulary. He acknowledges many of these earlier and contemporary 
treatments, but believes he goes beyond them to create a larger synthesis in a 
new framework. This reviewer is not convinced, but a complete appraisal is 
difficult. Some translations into familiar language come to mind readily. Most 
of them reveal nothing new behind the new words and phrases. Other transla- 
tions are more uncertain and judgments are therefore in doubt. 

One concept distinctly different from that of most authors is Chamberlain’s 
view of management. Instead of seeing this function as primarily ‘“decision- 
making” (as he himself formerly held), management is here described as “the 
function of coordinating the individual bargains among participants into a 
complex of bargains” (p. 168) . . . “to balance inflows and outflows at pre- 
ferred levels” (p. 172). The relevant bargains include not only purchase and 
sale transactions in goods and services, but also understandings among mem- 
bers of the organization, whether a business firm, a family, or a governmental 
unit. Chamberlain’s tracing of management and bargaining paiailels in politi- 
cal units is particularly provocative. Managers seek to coordinate bargains in 
such a way as to achieve their own aspirations, whether the positive ones 
of augmenting personal income, prestige, or power, or negative ones like 
avoiding risks, pay cuts, or power curtailments. Managers act directly in 
bargaining about their own salaries, working conditions, pensions, bonuses, 
etc. Decision-making is also delegated to people like purchasing agents, per- 
sonnel directors, sales managers, etc. At the top, however, there must be a 
“manager” to coordinate all these bargains for viability or growth. The author 
might have explored further possible divisions and levels of this coordinating 
function. 

In the course of developing this managerial concept in three chapters de- 
voted to the firm, Chamberlain again attacks what he considers to be conven- 
tional theories of price determination and equilibrium of the firm—in partic- 
ular the idea that managers choose those prices for their products which maxi- 
mize profit by equating marginal cost with marginal. revenue. This procedure 
is condemned as both illogical (time focus too short and variables too few), 
and unrealistic (average-cost pricing generally prevails). This reviewer feels 
that Chamberlain here is whipping a cartoon of a dead horse. His animus 
leads him to go too far both in imputing logical fallacies to his predecessors and 
in getting his own ideas mixed. For instance, he argues that under average- 
cost pricing “marginal revenue is always equal to average revenue |due to 
constant price],” and therefore “must necessarily be greater than marginal 
cost” (p. 249). On the preceding page, however, he asserts that “Even in 
such an average-cost pricing procedure, producers use, to be sure, whether im- 
plicitly or explicitly, marginal calculations. The concept of elasticity of de- 
mand is involved .. .” (p. 248). Both statements are true, but one applies 
after the price is set (and only volume and profit remain to be determined). 
The other applies before the price is set and helps to show what the maxi- 
mum-profit price-quantity would be under those simplified conditions, a cal- 
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culation not without merit among the others which managers should make be- 
fore reaching price decisions. 

Most modern writers do not portray price as the only criterion in market 
decisions, nor maximum financial gain the only objective of the individual 
consumer, worker, or business manager. Chamberlain’s opponent in many pas- 
sages seems to be a straw man, or at least a nineteenth-century concept. Cur- 
rent models of economic decision-makers are not faceless, emotionless, ra- 
tional dummies always pointed in the same direction. They wear contemporary 
clothes and make-up of the general type Chamberlain would approve though 
perhaps with less attention to the style demands of modern political and social 
living. 

When Chamberlain comes to the task of integrating micro- and macro- 
analyses, he builds on his theories of income flows in a complex social matrix 
that includes time. Each economic unit seeks the best possible balance between 
its revenue decisions and budget decisions in the light of its short- and long- 
run aspirations and envisioned alternatives. Possible changes in aspirations 
and alternatives are outlined as potential causes of changes in bargaining 
power and thus of income flows. A change in one person’s income may affect 
his expenditure and start a chain of similar reactions, called the “multiplier 
effect” in a “system of interpersonal relations” (as opposed to Keynesian ag- 
gregates). “When income effects are nonoffset over time, .. . we can regard 
the changes” in bargaining power “as nonrandom” (p. 315). There has oc- 
curred ‘“‘some more patterned change in the aspirations, alternatives, assets, or 
expectations of itself” (the system) “or its symbionts” (p. 315). Students 
of international trade theory will recognize the parallel between micro- and 
macro-multipliers within a nation and the effects of changes in the national 
income of one country upon other countries and “the world economy” cf. n. p. 
316). 

In analyzing the equilibrium probiem for the national economy, Chamber- 
lain concentrates on those “reaction effects to changes in the distribution of 
bargaining power which impose limitations (1) on the concentration of in- 
comes, and (2) on the amplitude of fluctuations in income” (p. 338). Rela- 
tive to the former, the auther notes certain “automatic reactions” like the 
improvement or development of commensal alternatives as one firm or class 
forges ahead. There are also probable manipulations in exchange relationships, 
like countercombinations among symbiont opponents (cf. Galbraith’s “coun- 
tervailing power”). Reactions also occur in “political relationships” which 
Chamberlain defines as “those arising out of the effort to control the manage- 
ment function for one’s own advantage” (p. 344). The larger the organization 
becomes the more difficult is the managerial (cocrdinating) function and the 
greater the likelihood it will fail to satisfy the demands of some of the mem- 
bers. Whence comes disintegration in one form or another. Government power, 
legislative or executive, may also be manipulated against the power of the 
ascending group or to bolster the position of those being left behind. 

Upper limits to the fluctuation of aggregrate income are seen by Chamber- 
lain to reside in the satiability of human wants as income rises more rapidly 
than aspirations. Downward fluctuations are curbed by the floors under con- 
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sumption built by culturally determined standards of living. Extreme devia- 
tions from customary prices also induce offsetting demand changes when 
people come to think prices are not likely long to remain as high or as low as 
they have become. In the political field, the experience of the past two decades 
indicates how likely it is that in the future governments will intervene rather 
quickly to counteract extreme inflation or extreme deflation. Chamberlain’s 
macro-model is, therefore, one of a “controlled disequilibrium,” of an equilib- 
rium range having cultural upper and lower limits. There is nothing par- 
ticularly new here, merely a different emphasis. 

The book is an interesting attempt to find in the bargain concept a common 
denominator for events in economic, political, and social life. Despite the 
introduction of a new vocabulary, however, the volume seems more of a new 
synthesis than a new departure in economic thought. In stressing multiple 
variables, de-emphasizing price, focusing on income flows, and abandoning 
maximization, it follows trends already well established in economic thought. 
To this reviewer, its chief merit lies in its political and social insights relevant 
to economic problems. Note, for instance, one oi the final policy implications 
pointed out by the author: “The only hope of the disinterested scholar who 
recommends policy in the public interest is that some special interest group 
(and perhaps one that he despises) will find something in his proposal that it 
will want to foster for its own, not the public’s gain” (p. 364). 

Rosert B. PETTENGILL 

Oberlin College 


Intermediate Price and Income Theory. By M. M. Boser. (New York: W. W. 
Norton. 1955. Pp. 526.) 

This book does not blaze a trail into the economic wilderness. But it is a 
very well written book which has much to commend it. Professor Bober 
writes clearly and with the easy flowing style that enables one to concen- 
trate on the economics in question rather than upon the language in which 
it is expressed. In addition the book is an academically respectable presenta- 
tion. 

It is somewhat more rigorous than some of the texts in intermediate theory 
and there are points which should test the mettle of the better undergraduate 
students. However, the use of the calculus in the text itself is restricted to 
one case—Euler’s Theorem. Arithmetic proofs are used as substitutes where 
possible and occasionally, where the limits of space can be argued as justifica- 
tion, the proofs have been left to other authors cited in the footnotes. The 
use of footnotes, it may be added, has been restricted to a minimum and they 
are predominantly in the form of references to other works touching on the 
subject matter of the text. In a textbook designed for the intermediate level 
this appears to be the most satisfactory use of footnotes. 

The topical arrangement follows Marshall generally although there are 
obviously important differences in emphasis and content. Nearly the first 60 
per cent of the book is devoted to price theory. The analysis is also of the 
Marshallian tradition relying exclusively on the partial-equilibrium approach. 
Significant of the general shift away from strictly Marshallian economics 
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which has taken place among textbook writers, however, is the omission of 
the concept of consumers’ surplus (not to mention the representative firm) 
and the brusque treatment given the utility theory in general. In this volume 
these Marshallian concepts have been replaced or crowded to one side by the 
less subjective approach typified by Hick’s indifference analysis. In this the 
book follows the current pattern. 

After a brief introduction to the nature of economics and an explanation 
of the role of choice in economic situations, demand is explained in terms of 
both utility and indifference curves. Both are competently presented and their 
limitations noted. This is followed by the theory of production. Bober has 
chosen to explain returns to scale without the use of multivariable produc- 
tion analysis, the introduction of which is postponed until the topic of in- 
come distribution is approached later in the book. This decision has some 
disadvantage since, for example, it does not permit a very satisfactory ex- 
position of factor substitutability, but it prevents the necessity of repetition 
which has been laudably avoided throughout the book. 

The chapter on cost theory is well done. It again illustrates the deviation 
from Marshall which has taken place by its emphasis on the doctrine of op- 
portunity cost. Presentatioa of the opportunity cost concept is notably clear. 
Firm analysis under various market conditions follows. This section is also 
generally well presented and includes a discussion of the problems of measur- 
ing monopoly power, a new feature for textbooks at the level of intermediate 
theory. 

There are a few technical errors in the book which can only have been 
oversights. We are told for example (p. 185), that the time required for ad- 
justment in the long-run “. . . . period is apt to be longer when expansion is 
in order than when contraction is involved. New plants can be built and new 
machines installed in a year or two. But when demand is declining many 
years may elapse before firms will withdraw from the field.” There is also 
a technical error, I believe, in the diagram on page 278. These are minutiae, 
however. In general the section on firm and market analysis is quite satis- 
factory. Illustrations and concrete examples are introduced with telling 
effectiveness. And the paths to the principles of economic theory which can, 
and do, become well worn are given a fresh and invigorating approach. 

Following price theory the next quarter of the book is devoted to a study 
of functional distribution of income. This consists in an exposition of the 
marginal productivity theory and the aforementioned multivariable produc- 
tion analysis. The elasticity of substitution among factors is also given 
thorough consideration. The succeeding chapters deal with particular factor 
prices and are somewhat more descriptive than earlier sections of the book. 

Aggregate income analysis occupies the next 10 per cent of the book. The 
presentation is well done but not out of the ordinary. While the theoretical 
approach is Keynesian in essence, use is made of both the period analysis of 
D. H. Robertson and the ex post-ex ante analysis of the Swedish school. 
Multiplier and acceleration principles are presented and the effect of their 
interaction upon the level of aggregate income is studied. Determination of 
equilibrium income is demonstrated by use of the ex post-ex ante analysis. 
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(It seems unfortunate that the progenitors of this analytical device are not 
identified.) 

The final chapter, addressed to welfare considerations in the economy, is 
used to define the goals of the economy and to indicate some of the more 
important problems which interfere with the augmentation of economic wal- 
fare. Since this chapter is, at least partially, a summary of the economy’s 
performance, there is undoubtedly good reason to argue for its location at the 
conclusion of the book. In this Marshall also serves as a precedent. It is, 
nevertheless, arguable that some of these matters relating to the goals and 
to welfare in the economy should have been introduced at an earlier point in 
the book. This is not a peculiarity of the book being reviewed, but it does 
typify what the reviewer feels is an unfortunate trend away from the teaching 
of economic theory as a tool for dealing with broad social questions, and 
instead toward a focus on the mechanics of firm behavior and market opera- 
tion only. 

Notwithstanding this, Bober has contributed a highly readable and lucid 
book which also has the merit of scholastic competence. 

Joun C. Murpock 

University of Missouri 


Aggregate Economic Analysis. By JosepH P. McKenna. (New York: Dryden 
Press. 1955. Pp. vii, 244. $4.00.) 

McKenna’s short volume covers a very wide area of analysis. It is the stated 
“purpose of this volume” to provide a “bridge between the principles texts 
and the journals. . . . Its goal is to enable the student to discuss current 
policy problems and to understand the leading analytic debates.” There is 
developed a system of economic relationships which integrates the traditional 
approach to the determination of factor prices and supply with the Keynesian 
analysis of effective demand and national income determination. The at- 
tempt is made, moreover, to illustrate the content of the important variables 
of the system. The statistical practices and conceptual approach to the 
measurement of key quantities and relationships, e.g., national income or the 
consumption function, are indicated. The implications of public policy de- 
cisions to the functioning of the system are considered, though only illus- 
tratively. Particular areas of controversy on points of theory are delineated, 
and the concepts relevant to such controversy, e.g., the Pigou effect, are 
neatly set forth. 

In the author’s words “the principal innovations are pedagogical.” In this 
regard, McKenna’s chief contribution has been to give the functional rela- 
tionships of his model an algebraic and a correlated geometric statement which 
is lucid and easily comprehended. 

Aggregate Economic Analysis is on the whole successful in terms of the 
stated intention of the author. It offers to the student a quick introduction to 
the symbols and concepts in general use at the level of professional discussion. 
In this sense the book meets a genuine need. As substantive analysis, how- 
ever, as the means of conveying to the student the intellectual content and 
implications of particular theories, or of laying bare the nature of complex 
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phenomena in actual economies, there is less to be said for the book. In this 
latter respect it is thin, rather than lean. The tone is sometimes naively 
authoritative, and the meager illustrative material and supporting data are 
too often trivial. The book represents, nevertheless, a significant departure 
that should be for the author not the end but the beginning of a journey. 
And it is a book, moreover, which as it stands is well worthy of careful con- 
sideration by university teachers; for, in spite of its imperfections and 
limitations, it is perhaps the best available instrument for the attainment of 
the indicated pedagogic objectives. 
RosBert SOLo 
McGill University 


Principles of Economics. By W. Netson Peacu. (Homewood, Ill.: Richard 
D. Irwin. 1955. Pp. xvi, 704. $6.00.) 


With the flood of introductory texts of the last ten years, it is perhaps time 
for a new survey on what constitutes the “good” text by some post-Keynesian 
standard.’ Despite the fact that there has been sharp disagreement on what 
should be taught in the principles course, this new text has nearly all the 
ingredients of the contemporary “representative” introductory economics 
book. Unlike several recent principles books,” it is not slanted heavily toward 
some special interest of the author. Not that such slanting makes a bad book 
or an uninteresting one, but it does tend to sacrifice the broad coverage gener- 
ally believed necessary in the introductory course. Like the unorthodox auto- 
mobile, the unorthodox principles book may have appealing contours, but 
only the daring individualists adopt it. The author’s stated approach is that 
“facts are used in order to give economic theory more meaning to the stu- 
dent ... ,” and “to fill cut the structure of micro- and macroeconomics” 
(p. v). 

The eleven sections in the book include the usual topics, plus a timely 
treatment of the guaranteed annual wage in the Labor section, and a section 
on Case Studies in Social Security Housing and Agriculture which, coming 
towards the end of the book, seems anticlimatic and could profitably have 


*For example, a pre-Keynesian appraisal of 43 texts issued from 1922-1932 was under- 
taken by John Ise, “Recent Textbooks in Economics and Their Trend,” Quart. Jour. Econ., 
Feb. 1932, XLVI, 385-97. in the special report, “The Teaching of Undergraduate Eco- 
nomics” by a committee of the American Economic Association, Am. Econ. Rev., Dec. 
1950, Suppl., XL, no specific attention was given to texts. 

*For example, D. McCord Wright’s A Key to Modern Economics (New York, 1954) 
is overslanted toward growth analysis for a general course; Fairchild, Buck and Slesinger’s 
Principles of Economics (New York, 1954), rooted in editions going back to 1924, pushes 
national income analysis toward the back of the book and tends toward an institutional, 
pre-Keynesian approach. A text by Mitchell, Murad, Berkowitz and Bagley, Economics: 
Experience and Analysis (New York, 1950), has an excellent historical approach, tracing 
modern institutions and thought back to the medieval period. But one result of this em- 
phasis is the sacrifice of much modern analysis; Baumol and Chandler’s Economic Proc- 
esses and Policies (New York, 1954) emphasizes macroeconomics, and price analysis is 
confined to an appendix. All of these texts have strong points in their favor, but do not 
conform to what I regard as a balanced approach. Of course, it is surely not in the interest 
of healthy controversy to seek for conformity in this field. 
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been integrated into previous sections, The section on Comparative Economic 
Systems deals with American Capitalism, the British brand of Socialism, and 
the Russian brand of Marxian Socialism. These are largely factual and de- 
scriptive treatments and, in the light of present world conflict, would have 
benefited from a comparative analysis. 

Some treatments in this text are brief in comparison to those in most 
others: cost and theory of the firm (20 pp.), rent (8 pp.), classical trade 
theory (4 pp.). The chapter on economic growth, which the author admits is 
“the liveliest subject in economics today” (p. v), covers the background of 
this subject adequately but might have followed up with a better application 
of the national income, diminishing returns, and productivity concepts pre- 
viously developed to methods of projecting and forecasting growth. While 
most of the remainder of the book is clear and unencumbered by footnotes, 
esoteric appendices, or excessive length, the chapter on Money, Prices, and 
Income must be singled out as being somewhat repetitious and pedagogically 
ambiguous. The meanings of demand for and supply of money, hoarding, and 
liquidity in relation to income and prices seem belabored and obscure. On the 
other hand, the National Income Accounting and Determination chapters, even 
though the familiar saving, consumption, investment schedule diagrams are 
not used, and the Public Finance chapters are impressively lucid. This re- 
viewer was surprised not to find more of the excellent charts and tables from 
Basic Data of the American Economy, which Peach and Krause provided for 
us in several editions beginning in 1948. There is, in fact, in most texts a 
paucity of charts of this kind, which certainly add interest and sometimes 
save many words. 

These, however, are relatively minor criticisms of a text which is noticeably 
well balanced in practically all respects. Its style is straightforward and even 
vigorous. Space limits elaboration of its many other strong points, but as a 
principles text for either freshmen or sophomores taking beginning economics 
it is a creative success. 

RIcHARD J. WARD 

Fordham University 


Jeremy Bentham’s Economic Writings. Edited by W. Starx. (New York: 
Burt Franklin. Vol. I, 1952. Vols. Il, III, 1954. Pp. 412; 458; 600.) 

In these three volumes, Professor Stark, for the Royal Economic Society, 
has brought together sixteen writings of Bentham that can be included in 
that laboriously constructed (and constricted) category known as “economics.” 
From a nonprofessionalized point of view, it might be held that the whole 
of Bentham’s activity was concerned with economy. He was a materialist and 
did not question economics as the basic fact of social relations. Indeed, Stark 
usefully adds to the economic writings as such two anthologies of excerpts 
from other writings of Bentham, one, “The Philosophy of Economic Science,” 
in Volume I and the other, “The Psychology of Economic Man,” at the end of 
the collection, which perhaps embody more of Bentham’s potency as a con- 
tinuing influence than the economic writings themselves. 

At any rate, between 1786 and 1804, Bentham devoted himself to the 
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cultivation of the field which Adam Smith had defined. The Wealth of Na- 
tions was his economic bible, mastery of which made him, even before he had 
written on the subject, a coming light of economic science to his admiring 
friends and even to Adam Smith himself. Twice, in the Manual of Political 
Economy (1793-1795) and in The Institute of Political Economy (1801- 
1804), he undertook the task which his talent really imposed on him of 
supplying system to the field. It was not to be. As economist Bentham was 
too political and too unconstrained by “the discipline of professional learning” 
to resist diversion into projects and controversy over particular issues. Even 
in the area of controversy, only two works, A Defense of Usury and Supply 
without Burthen, were published in his lifetime. For the most part, his 
writings, even as acts of controversy, remained unfirished. At every point he 
was frustrated by the obtuseness of the politicians and by a certain dilettant- 
ism on his own part. Like Turgot, he was always willing and anxious to fur- 
nish ideas to be achieved by the politically responsible, but indisposed to 
fight out the battles on the political arena. 

Nevertheless, it is correct to say as Stark does, that “Bentham still lives” 
—or at least, if dead, is firmly embedded in the foundations of economics. 
More than anyone else of his time, he insisted upon the inductive method. 
All his work, he wrote, was “an attempt to extend the experimental method 
of reasoning from the physical branch to the moral” (Economic Writings, 
I, 100). His economic thought was of a piece with his utilitarianism and his 
much repeated fourfold aim of security, subsistence, abundance and equality. 
With extended research, the genealogy of the concept of marginal utility has 
grown complex, but it is impossible to deny to Bentham’s calculus of pain 
and pleasure a more than ordinary prepotency among the ancestors. Indeed 
Bentham explicitly formulated Gossen’s law of satiable wants. Modern wel- 
fare economics is in a sense merely revived Benthamism. The Marxists and 
even the Fabians, in spite of disavowals, simply amended Bentham. He was 
more like Burke than he supposed and conceived of “utility” as including 
proper opportunity for the landlords and the rentiers, the pillars of society. 
His position was, of course, a logical contradiction of his avowed indi- 
vidualism. 

If the other Utilitarians took a more “positive” line in economics, they 
owed something to Bentham’s insistence on induction and the collection of 
statistics. Although his friend Ricardo ignored it, Bentham anticipated the 
doctrine of “forced saving.” Even something of Béhm-Bawerk’s doctrine of 
interest, the ideas of risk premium and agio, are to be found in Bentham. 
On the other hand, while he was ahead of his time, except for my much- 
ignored hero Ducher (Commercial Policy in the French Revolution, Washing- 
ton, 1923) in recognizing the shifting purchasing power of money and was 
capable of discriminating between the value of a dollar to a rich man and a 
poor man, like his nineteenth century successors, he clung to the idea that 
money is the best scale we can get for measuring pleasures and pains. 

Stark performesl what was apparently a difficult editorial task with great 
care. In atrocious handwriting, the papers, mostly at University College 
(London) were inconceivably jumbled and the confusion worse confounded 
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by the conscienceless editing of Bowring in the Works. One of the most im- 
portant pieces, The True Alarm (a fresh discovery) had to be reconstructed 
from the very imperfect translation into French from the very imperfect manu- 
script of Bentham. The reconstruction is expertly and conscientiously done, 
but it does give rise to the suspicion that some modern twists have been given 
to the original. The apparatus is meticulously constructed, but not always 
arranged for the maximum convenience of the reader. For the Bentham stu- 
dent, Appendix II, “A Systematic Survey of the Surviving Bentham Manu- 
scripts,” is a particularly valuable index to the margins of Bentham’s thought 
and to the complexity and incompleteness with which he wrote. The Survey 
is so complete that it leaves upon the reader the burden of making his own 
choices as to omissions and shifts of material. Nevertheless, students of the 
history of economics can be grateful for the straightforward ordering of a 
confused and hitherto badly handled body of important material. 

On the basis of this reorganized material, the editorial introductions, which 
run to 218 pages, constitute the most substantial and most illuminating ex- 
position of this aspect of Bentham’s work. The biographical and historical 
setting of each of the pieces is effectively formulated und the analysis, in 
Bentham’s terms and in relation to modern developments, is careful and com- 
plete. Stark’s evaluation of Bentham’s influence as an economist has been 
challenged, but his influence was recognized by Ricardo and the Mills. 
Schumpeter’s denial to Bentham of any influence in economic analysis as 
such ignores the fact that analysis is a human activity ecologically condi- 
tioned by the dominant concepts (i.e., Bentham’s) in the society in which 
the analysis is done. The economists in their more esoteric work have not 
been very useful, but where they have been useful in nearly all their areas 
of service they have owed something to Bentham. That Keynes was a prime 
mover in this publication does not seem to be without meaning. 

F. L. NussBauM 

University of Wyoming 


John Maynard Keynes—Economist and Policy Maker. By Seymour Harris. 
(New York: Charles Scribner’s Sons. 1955. Pp. xiv, 234. $3.00.) 

To popularize the ideas of a brilliant, complex and controversial personality 
is a task that should be undertaken humbly and with respect. Professor 
Harris’s approach seems to have been rather casual. This is unfortunate—un- 
fortunate for the “informed layman” to whom the book is primarily ad- 
dressed, and unfortunate for the reviewer whose task is pleasurable only when 
he can praise in general and criticize in detail. 

Let us consider first the unfortunate position of the reviewer. He notes that 
the book is one in a popular series on leading 19th and 20th century thinkers 
by a list of distinguished authors. He recognizes the difficulty of meeting the 
editor’s specifications for an assignment that concerns a many-sided figure 
like Keynes on whom we still lack perspective. He notes that what he is about 
to read was cut drastically under pressure from a publisher who had con- 
tracted for about half the wordage of the initial manuscript, and hopes there 
is no need for the implied apology. As he turns the pages the impression grows 
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that he is reading a set of notes for the extended essay he had hoped to find, 
not the essay itself. The exposition is repeatedly clogged with insufficiently di- 
gested facts, references, and quotations. The task of cutting apparently had 
the effect of eliminating material that would have provided appropriate balance 
among the several parts. One wishes that Harris had taken time to scrap his 
notes and write of Keynes from his accumulated store of knowledge, experi- 
ence, sympathy and insight. The excellent but all too brief and infrequent 
summaries at the ends of several chapters are samples of what the book might 
have been. 

And what of the layman? He is presumed to be informed, but the informa- 
tion he needs to possess must be that of one already well read in economic 
literature. The pages are sprinkled with the names of classical and modern 
(Harvard and Cambridge) economists; with technical terms and concepts that 
are inadequately and even misleadingly explained; with off-hand allusions to 
esoteric economic doctrine like Say’s Law, production functions and the inte- 
gration of the multiplier and the acceleration principle; and with excessively 
frequent mention of books and articles by Keynes and other economists. 
These stylistic features may be impressive but it is hard to believe that they 
contribute to understanding. 

To dig out of these materials a reasonably well-formed idea of what Keynes 
contributed to economic theory, to say nothing of the esseitial continuity of 
his intellectual development, would surely be an impossibility. The former 
may be too much to ask; but the 60 pages devoted to the evolution and con- 
tent of the ideas in the General Theory suggest that their popularization was 
a major aim. The highly topical nature of the treatment as a whole can 
perhaps be sensed from the fact that this little book of 200 pages is divided 
into 26 chapters organized in 7 parts. It is unfair, perhaps, but interesting to 
note that Harrod’s 650-page “Life” contains 15 chapters. 

The ordinary reader will also have a hard time getting an answer to the 
question, “What kind of a man was Keynes?” The kaleidoscopic array of 
facets he presented to a sometimes astonished and often unsympathetic world 
is depicted in more than adequate detail. So, too, are his opportunism, wit 
and literary flourish, to which rigor and accuracy were sometimes sacrificed 
in the interest of persuasiveness. But the certainty of purpose and integrity 
of mind that lent unity and dignity to his life’s pattern are wholly lost to 
view. With the admirable motive of suppressing a confessed pro-Keynesian 
bias Harris has attempted to balance charge and defense with respect to 
Keynes’s character, politics, and thought. But the reader is given insufficient 
help in sorting and weighing the evidence. Generalizations like, “Renouncing 
laissez faire Keynes moved in the direction of a planned economy,” cannot 
be safely employed without a fuller and more adequate explanation of ‘what 
“laissez faire” and “planning” meant to Keynes—and his contemporaries— 
than is here provided. 

The view of Keynes reflected in the subtitle, “Economist and Policymaker,” 
might have provided better inspiration. It focuses attention on two of Keynes’s 
most thematic qualities—technical virtuosity and a sense of participation in 
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the business of history. A close watching of events provided him with the 
scent for issues that cried for inspired policy formation. His reflections on 
these issues sharpened his awareness of the inadequacies of accepted economic 
theory as a guide to policy and propelled him onward to a succession of new 
formulations. He was often inattentive, irreverent, and arrogant towards the 
ideas and representatives of the past because his interest was fastened to 
problems of the present and future. His prescriptions changed over the years, 
but this surely reflected the adaptations of a flexible mind to a changing world 
more than the irresponsible inconsistency with which he has been charged. 
Because Keynes was a policy maker, his technical contributions to economics 
have been judged to a large extent in terms of their political implications. 
This is inevitable, but it means that almost none of Keynes’s writing except 
the Treatise on Probability, much less his life’s work, can be evaluated apart 
from its context. From Indian Currency and Finance to the Bretton Woods 
Agreements, the interplay of history, theory and policy through his mind is 
a consistent clue to understanding and evaluating his shortcomings and con- 
tributions. That Harris chose to disregard the historical in favor of a topical 
approach is perhaps the most important reason for his failure to create a 
balanced, living picture of a man whose thought and action were inseparable 
from the events of the age in which he lived. 
CHANDLER Morse 
Cornell University 


Histoire de la pensée économique au XX° siécle. Vol. Il, Aprés la “Théorie 
générale” de J. M. Keynes (1936). By Emtte James. (Paris: Presses 
Univ. de France. 1955. Pp. 403. 1200 fr.) 

In this second volume of a history of economic thought (the first was re- 
viewed in the June 1952 issue of the American Economic Review), the author 
considers the Keynesian theory and post-Keynesian developments. When 
presenting the first volume he listed three objectives for the entire work: (1) 
to set forth the different systems of theoretical conceptualizations; (2) to 
show the influence which dominant philosophical systems have exerted on the 
evolution of economic theories; (3) to describe progress made in the discovery 
of natural laws which govern the operation of the economic mechanism. 

Certainly Professor James has succeeded admirably in attaining the first 
objective. Beginning with an exposition of the Keynesian contribution, he 
describes the more recent developments in national income analysis and the 
pronounced emphasis, particularly in America, on quantitative aspects of in- 
stitutionalism. He concludes this section with a discussion of the Leontief 
contribution. He next considers the price theory of J. R. Hicks and Oscar 
Lange to indicate the inherent instability of a dynamic economy. He notes 
the current efforts to fuse the theories of the multiplier and acceleration; 
discusses various theories concerning business fluctuations; and observes the 
trend towards abandonment of purely cyclical concepts in favor of particular 
disturbing influences. From this he proceeds to a discussion of current pre- 
ventive and remedial devices to preserve short-term equilibrium. 
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At this point a chapter on international economics, written by Jean Weiller, 
is interjected. Weiller describes some of the more modern theories and tools 
of analysis in this field, and relates them to the national income analysis. 

James then concludes the work with a full-scale discussion of various 
long-term theories, critically examining economic maturity arguments, current 
developments in communist thinking, and various ideas concerning economic 
reform. 

Throughout the volume he frequently intermingles discussions of doctrine 
and theory in a manner which leaves the reader stimulated yet somewhat be- 
wildered. Since the borderline between doctrine and theory is so often indeter- 
minate, perhaps some confusion on this score is inevitable. Moreover, a theory 
shorn of its philosophical setting can be of little significance. Undoubtedly his 
effort to show the influence which dominant philosophies exert on economic 
theory, even though the result falls somewhat short of perfection, marks a 
new and enriching departure from ordinary works on the history of economic 
thought. 

With respect to the third objective this reviewer was unable to note the 
discovery of any natural laws governing the operation of the economic me- 
chanism. This may be the result of an agnostic form of blindness, or of indi- 
vidual opinion as to what constitutes a natural law. 

The value of the volume lies in the remarkable synthesis of modern eco- 
nomic thought, the fusion of European and American theory, the clear and 
precise exposition of these theories, and in the worthy effort to interrelate 
doctrine with theory and thereby set the theory in a realistic environment. 
It is sincerely to be hoped that an English translation of the two-volume work 
will shortly be made available. 

Henry Grayson 

University of Maryland 


Economic History; National Economies; Economic Development 


Growth and Stagnation in the European Economy. By INcvAR SVENNILSON. 
(Geneva: U.N. Economic Commission for Europe. New York: Columbia 
University Press. 1954. Pp. xvi, 342. $4.50.) 

Eminently “modern” in its approach, this book derives its inspiration from 
two primary sources: the current preoccupation with the problems of eco- 
nomic development and the current stress on quantitative research. Both 
growth and stagnation are defined in quantitative terms as (relatively) high 
or low rates of long-term change. The study is an attempt to measure and 
to interpret this change for Europe of the interwar period. The interpretation 
is placed within a definite framework. Europe at the end of the first world 
war is said to have stood in need of a thorough economic transformation if 
its economic growth was to continue. The problem, as the author sees it, was 
essentially threefold: to modernize Europe’s industry by introducing new 
products and new technology; to adapt its exports to the changes in world 
demand in the cirection of an increased stress on machinery and transporta- 
tion equipment; and to adjust its economic structure to the new political 
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boundaries and to changes in the centers of population growth. The central 
theme of the study is a discussion of the extent to which Europe’s economy 
responded to that challenge. The main body of the book consists of a series 
of essays on population, agriculture, a number of key industries in manufactur- 
ing, transportation, and foreign trade. The investigation comprises the whole of 
Europe with the exception of Russia and the Baltic States—23 countries in all. 
The statistical apparatus includes 72 tables and 61 charts in the text and 75 
tables in the Appendix. The appended notes on sources and statistical pro- 
cedures are exemplary in their completeness and lucidity. 

Because the study has been conceived as one of long-term growth, the 
basic period under investigation (1913-1938) has been extended for certain 
statistical series back to 1880 and often brought up to 1950. But historical 
long-term is not simply a matter of a sufficiently long time series. The author 
rightly refuses to accept the view that because “changes . . . over a long 
period cannot be more or less than the integrated net result of the changes 
in each of the shorter periods” (p. 3), a study of short-term changes will 
yield comprehension of long-term growth. He stresses that the problem is one 
of emphasis, It is a “question of bringing out more clearly the nature and im- 
pact of those factors and relations whose effect on economic development 
appears mainly in the long-run” (loc. cit.). Since long-term changes in pro- 
ductive capacity reveal themselves in boom periods, the author consistently 
views the economic evolution in Europe from peak to peak of the cycle. At 
the same time he rejects “a separation of cyclical variations and long-term 
changes by mechanical devices” which would transcend the peak years. He 
argues that such methods were useful for the period before 1914 but are in- 
appropriate for the interwar period with its lower rate of long-term change 
and much greater amplitude of short-term fluctuations. Accordingly, all the 
rates of change are computed simply by using the successive boom periods as 
the initial and terminal members of a compound interest formula. 

At this point some doubts may be vented. On the one hand, for 19th cen- 
tury Europe a mere peak to peak approach has also often yielded valuable 
insights into the nature of long-term change; if for no other reason, because 
in several important instances what lay between two boom years was not just 
a short-term fluctuation but a specific “long-term” initial upsurge of indus- 
trialization in a backward country. On the other hand, however, if the statisti- 
cal picture of the interwar period is so strongly dominated by short-term 
fluctuations (and the question of eutput-capacity ratios in the individual boom 
years after all defies precise statistical answers), then the value and validity 
of a long-term approach might well require some special justification. As the 
author once remarks, such a justification must lie in historical continuity. But 
the degree of such continuity is liable to differ in different historical periods. 
There can be fairly long periods of quantitative change in which long-term 
faciors are rather inoperative and the development is dominated by a series 
of short-term sequences. “Europe” of the interwar period with its wartime 
burdens, its violent inflations, its social and political unrest, its economic 
disintegration in the Great Depression, and its preparation for the coming 
war seems to be strongly overshadowed by the play of specifically short-term 
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factors. It is not clear that long-term analysis can be as fruitfully applied to 
such a period as it can to 19th century Europe. 

Presumably, the answer is that a comprehensive historical analysis, and 
particularly one extending to institutional factors, lies outside the scope of 
the author’s interest in this book. This appears perhaps most clearly in the 
last chapter where output, investment, and exports of the individual countries 
are correlated. The author himself remarks that the “comparison of national 
developments,” as carried out in that chapter, “should . . . be regarded as 
merely a registration . . . of the configuration of some of the principal ele- 
ments in long-term growth. Such an analysis cannot hope to provide more than 
a bare framework to be covered later by the fabric of all the manifold de- 
velopments in each particular country” (p. 222). 

Deceived by the modesty of the author, one might be tempted to regard 
this study mainly as a highly refined preparation of quantitative data for the 
purposes of subsequent interpretations. But the temptation must be resisted. 
For, throughout the book there is dispersed a great deal of most enlightening 
historical observations and generalizations with regard to the basic problem 
of Europe’s economic transformation. Perhaps one of the finest features of the 
book is the stress which Svennilson places upon the degree of economic back- 
wardness of the individual economic areas. He sees the process of long-term 
development as being decisively influenced by the opportunities for more 
backward countries to import capital and technology from the.more advanced 
countries. He shows a very keen comprehension of the mechanics of both the 
catching-up and the falling-behind processes. A part of the same historical 
framework is the author’s acceptance of the view that a relatively high rate 
of growth must be regarded as an independent factor of long-term change, 
having important consequences for the character of industrial structures re- 
sulting from that rate. The excellent chapters devoted to individual industries 
are illuminated by a series of empirical illustrations of those processes. The 
resistance to road transportation and electrification, the retarding role of old 
capital in the struggle against the development of water power (Chapter 6), 
but also the catching-up process in the field of motor vehicle production 
(Chapter 8) displaying all the usual features of creative imitation, may be 
mentioned in this connection. This, no doubt, is the stuff long-term growth 
and stagnation are made of. While the applicability of these ideas to interwar 
Europe is somewhat limited, Svennilson does succeed in exploiting fully the 
opportunities that were available to him. His discussion of these matters cer- 
tainly is most pertinent to problems of long-term development in other areas 
and periods. 

Perhaps a word on the author’s “Europe” is in order. It is true that most 
of the statistical material presented is broken down by countries; it is further 
true that time and again a serious attempt is made to separate and to com- 
pare developments in individual countries and groups of countries. The 
author is quite conscious of the “basic fact” of “very large divergencies in the 
long-term growth cf various national units” (p. 41), and he states e~plicitly 
that “it would be meaningless to discuss . . . [Europe’s] development as if 
national frontiers did not exist” (loc. cit). And yet at times one has the feeling 
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that Europe is treated either as a homogeneous economic entity or at! least 
as a totum pro partibus. Thus, e.g., the usefulness, within the context of the 
book, of the statistical aggregates for the whole area as given in the chapters 
on Population and Agriculture, appears quite elusive. When the author says 
that “Europe was suffering from the arterio-sclerosis of an old-established, 
heavily capitalized system, inflexible in relation to violent economic change” 
(p. 52), the statement is, of course, meaningless in terms of a Europe that 
includes Bulgaria, Yugoslavia, Spain and Portugal. But even the concept of 
the “three leading countries,” often used by the author, which includes Ger- 
many, would not fit the diagnosis too closely, quite apart from the fact that 
the somewhat infelicitous pathological image is at variance with the author’s 
own insight into the specific sequences of long-term change: Rejuvenation is 
an important aspect of the processes of economic development. 

At times, this tendency to think in terms of too large an area seems to 
blur the view for important causal connections. In discussing the significance 
of a high rate of growth, the author stresses that the share of output devoted 
to capital goods will be higher in a rapidly expanding than in a stationary 
economy. “The more rapidly an economy is expanding, the more the capacity 
of its capital goods industries will exceed current requirements for the re- 
newal of its capital equipment” (p. 206). This is certainly generally true for 
a large area where even in the absence of autarkic policies, a high rate of net 
investment is likely to result in a high share of producers’ goods in total out- 
put. But for a smaller area where foreign trade could obviate domestic output 
of capital goods the connection does not necessarily hold. If as an empirical - 
fact, many smaller areas, such as some European countries of the 19th cen- 
tury, did show a strong leaning toward rapidly increasing output of heavy 
industries, there was a specific reason for that: it was within the field of those 
industries that the contemporaneous technological progress had been most 
vehement and backward countries often did tend to favor branches of in- 
dustrial endeavor in which most modern technology could be applied.? 

This tendency was frequently strongly reinforced by state and banking poli- 
cies which again cannot be understood in terms of Europe as a whole. Fortu- 
nately, the propensity of the author to take an unduly comprehensive view does 
not pervade the whole book, and the reader has no reason to be surprised 
when, towards the very end of his text, in a chapter devoted to the discussion 
of national units, the author concludes: “Between the less advanced countries 
and the more highly developed parts of Europe there were such large differ- 
ences in the consumption of investment that there is some justification in 
speaking of two different Europes” (p. 212). This is certainly very true, ex- 
cept that the statement need not be confined to the sphere of investment and 


*] am somewhat dubious about the author’s view that advanced countries must explore 
the “frontiers of technology” while more backward areas may be content to imitate existing 
technology (p. 206). Quite apart from the fact that imitation is rarely pure, I believe that 
historical experience suggests a strong propensity on the part of backward countries to 
apply the most modern technological processes, not yet introduced in more advanced coun- 
tries. That there are both exceptions and limits to this, is another matter. Besides, there 
are advanced countries and advanced countries. 
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that for many purposes it is quite appropriate and in fact impevative to oper- 
ate with an even larger number of “Europes.” 

Svennilson’s very interesting attempt to construct an index of investment in 
ye Europe based on steel and cement consumption should not go unmentioned. 
The author has a good deal of distrust toward indices based on value aggre- 
gates (although he could not altogether avoid their use for individual coun- 
4 tries). Apparently he feels that an index based on raw material consumption 
is indeed subject to some bias through the changing composition of inputs of 
investment goods industries, but that bias, he feels, need not differ from 
country to country and should not influence comparisons of national trends 
(p. 208). This may seem unduly optimistic. Furthermore, in support of his 
method, the author states that it “has the advantage of eliminating or reduc- 
ing errors derived from . . . uncertainties over relative national price levels” 
(loc. cit). This, however, is an advantage only if we decide to regard the 
differences between the national relative price levels as fortuitous, which in all 
likelihood they are not. Without detracting from the value of the task per- 
formed by the author in constructing his index (to which there is little alter- 
native anyhow because of lack of data), it would seem an illusion to try to 
eliminate the index number problem by looking the other way. The changing 
relation of prices of investment goods to those of total output is in itself a 
significant long-term process and at times quite revealing of the nature of 
long-term growth. It would seem preferable therefore, wherever possible, to 
face the problem squarely,? and Svennilson might have a special reason for 
doing so. Early in his study he comes to lament the “unhappy division be- 
tween the cost and price theory on the one hand and the theory of growth and 
employment on the other” (p. 8). A closer study of the index number problem 
in relation to economic development could contribute to an empirical rap- 
prochement between the two and stimulate attempts at reconciliation. 

For the rest, this reviewer must confess to a feeling of certain helplessness 
in the face of this tremendous <ffort. The book contains such a wealth of em- 
pirical material, and of mature thought; it touches on so many important 
. problems and deals with them in such a sophisticated way; its methodology 
bal is so explicit and so deliberate that it seems quite impossible within the scope of 
oes this review either to communicate to the readers a comprehensive idea of its 
contents or to criticize it in a consistent fashion. The foregoing disjointed re- 
marks should be regarded as the reviewer’s admission of failure on both counts. 

ALEXANDER GERSCHENKRON 


Harvard University 


All-India Rural Credit Survey. Report of the Committee of Direction, Vol. 
II, The General Report. (Bombay: Reserve Bank of India. 1954. Pp. vii, 
578. Rs. 5.) 
; For those interested in India’s economic development, this thorough, well- 
considered report offers rich fare. It deals in detail and from many angles with 


; a * The author’s rather cursory remark that production indices tend to suffer from a down- 
ward bias constitutes, I fear, an undue simplification which does not begin to allow for 
the complexities of the situation. 
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the crucial problem of providing adequate credit for that 70 per cent of India’s 
population which derives its livelihood from agriculture and which thus gives 
India its predominantly rural character. Admirably organized, the Report 
provides in ten “background” chapters enough material to give a good picture 
of the present status of the rural economy of India. From this it proceeds to 
formulate the problem to be met, to consider various suggested solutions, and 
financing of wholesale trade in agricultural crops. 

The Report was completed in August 1954 and printed sometime there- 
after. It is the second of three, the others being a Survey Report, on which to 
a considerable extent this General Report is based, and a Technical Report, 
which, like the survey, was to follow in publication this more general document. 

India’s rural credit problem, as seen by the Committee of Direction which 
prepared this report, is to be found, on the one hand, in the weak posi- 
tion of those who need credit, and on the other, in the self-centered strength 
of the agencies which now supply the credit and provide facilities for the 
movement of crops. Rural borrowers are predominantly (70 per cent) small 
cultivators—they are poor, illiterate and ignorant; they have no financial 
reserves of their own and are excessively dependent on loans; and they are 
surrounded by oppressive caste distinctions. Opposed to these weak borrowers 
are the relatively strong and well-informed lending agencies. The great bulk 
of the funds advanced comes from village money-lenders and traders (75 per 
cent); they, in turn, are linked to the urban commercial banks, which provide 
funds directly to some of the larger money-lenders, and indirectly through the 
financing of wholesale trade in agricultural crops. 

Of this system, one can at least say that it has worked—after a fashion. It 
has had the merits of flexibility and ready availability of credit. Somehow, 
each year India’s crops are financed and moved. Yet the readiness of the 
money-lender to lend has in many ways resembled the readiness of the python 
to enmesh his victim in his coils. For he is well-informed and shrewd; he can 
exercise many forms of compulsion, not least the threat of withholding essen- 
tial credit; he frequently has the great advantage of belonging to a high caste; 
and above all, no individual loan is of pressing importance to him, as it is to 
each debtor, and he is hampered by few inhibitions which keep him from 
exercising to the full his monopolistic position. 

Even though some loans involve high risk, the result of the unequal condi- 
tions of India’s lending and borrowing classes is a range of interest rates that 
are “out of all proportion to the risk involved in the business and constitute 
an exploitation of the helplessness, ignorance anc the necessity of the bor- 
rower.” Charges of 25 per cent per annum are low, and range upward as high 
as 100 per cent. Regulation of interest rates has proven ineffectual, owing to 
the numerous methods of easy evasion and the impossibility of supervising 
millions of small individual transactions. Moreover, loans are ill-related to 
productive purpose, many being made for wasteful expenditure, and there is 
virtually no element of supervision. 

In approaching the task of reform, the Committee of Direction takes its cue 
first from the objectives of the Indian Constitution, which include the realiza- 
tion of social, economic and political justice and of equality of status and of 
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opportunity. Attainment of these goals implies, in the rural economy, equaliz- 
ing the position of debtor and creditor. Other goals, such as increased agricul- 
tural production (21 per cent in the decade 1951-61), are derived from the 
five-year plans now in the first stage of execution. These imply effective super- 
vision of credit and the coordination of lending with arrangements for crop 
marketing and processing and for improving the villager’s methods of cultiva- 
tion. 

As the core of its solution, the Report proposes the rehabilitation of a sys- 
tem which has failed—cooperative credit. At first sight, this appears surprising 
and disheartening. For after half a century of trial, cooperative institutions 
provide only some 3 per cent of the total rural credit. Their record is one of a 
general lack of leadership, of totally inadequate funds, of small and apathetic 
membership, of inefficiency and delay in lending, and, in many local societies, 
of domination by the larger landowners. 

One’s unavoidable reaction is: why use what has proved to be weak as the 
basis for a reformed system of rural credit. Why not take what is both indi- 
genous to India (in contrast to various “imported” remedies which are re- 
jected) and strong to begin with—the village money-lender—and incorporate 
him into a framework that checks his selfish impulses and harnesses his energy 
and knowledge for socially desirable purposes? I think it is a weakness of the 
Report that its authors did not apply their very great ability to considering a 
solution along these lines with something of the same thoroughness with 
which they attacked the cooperative solution. Instead, they content them- 
selves with rejecting, on what appear valid grounds, control of money-lenders, 
and with considering briefly and unfavorably a suggestion to incorporate them 
into local cooperative societies. Perhaps no satisfactory alternative could be 
found which would utilize in the public interest the thousands of skilled village 
lenders, but the potential economies involved would certainly seem to warrant 
the expenditure of considerable ingenuity before giving up the task as hopeless. 

The reluctance or unwillingness of the Committee to consider seriously the 
possibility of incorporating the money-lender in any scheme of rural credit 
reform is understandable, and is made clear in the Report. First, and most 
importantly, the money-lender is regarded as part of the problem to be solved 
—“while it would be unrealistic to ignore him, so also would it be unrealistic 
in the extreme to incorporate him as a part of the solution itself.” Second, the 
requirements postulated by the Committee for a successful solution tend to- 
ward the same conclusion. Conceivably, the money-lender might be led, 
through appropriate institutional changes, to provide ample credit at reason- 
able rates, for appropriate periods, and for suitable purposes. But more is 
needed than this. Credit reform is seen as only a part, though an important 
part, of a reconstruction of the rural economy. The villager needs guidance in 
production, in the use of credit, in the avoidance of waste. He needs more 
adequate provisions for storing, marketing and processing his crops. Although 
other agencies either exist or are envisaged to deal with these related prob- 
lems, the institutions responsible for providing credit need to gear their opera- 
tions closely with theirs. To do this, loan supervision is a must, and for loan 
supervision to be effective, the village borrowers must be brought into some 
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form of association. Of such associations, the cooperative has the advantage 
of familiarity, as well as adaptability to the Indian scene. 

Despite its past dismal record, the cooperative solution can be made to work, 

the Report contends, provided the causes of its failure are effectively attacked. 
As organizations designed to afford an alternative to the money-lender, cooper- 
ative societies have hitherto been essentially organizations of the inherently 
weak against the inherently strong. They have been weak in finance because 
they have had to rely unduly upon local funds; they have been weak in lead- 
ership because, without outside support or guidance, leadership has tended to 
gravitate into the hands of the larger landholders or even money-lenders and 
traders, the very group with a vested interest in the failure of cooperative 
credit. To create new conditions in which cooperation can succeed, the state 
must lend its strength to the movement, both in the provision of adequate 
finance and in the selection and training of “rural-minded” leaders. 
_ The needed financial strength would come, it is suggested, from the estab- 
lishment of special funds totalling Rs. 120 million per annum, to be allocated 
by the Reserve Bank and by the government of India through the state gov- 
ernments to state and central cooperative banks and larger primary societies, 
as well as to land mortgage banks. These would be used to provide an ade- 
quate ‘alternative source of credit, now lacking, to the money-lender. 

Extensive suggestions are also made for the training of personnel to operate 
state and central (district) cooperative banks. But for cooperative credit to 
succeed, leaders at the local (primary) level must be efficient and loyal to the 
purposes of the system. And it is precisely at the local level that it is most 
difficuit to find—outside the classes who have a selfish interest in distorting 
or sabotaging the true purposes of cooperation—individuals who are suffi- 
ciently literate, responsible and free from caste or economic intimidation to 
function effectively. This has been a principal check to the extension of co- 
operation in Ceylon, where on the whole it has had a far more successful 
history than in India. (Surprisingly, the Report nowhere alludes to Ceylon’s 
experience, which should be of direct relevance to India.) Though references 
are made to the training of subordinate (central, or local?) personnel, the 
problem of its selection is scarcely mentioned. Are local cooperative officials to 
be deputed from the central or district institutions, and if so, how are they to 
overcome the pervading distrust of the alien government official? 

These are some of the questions I find disturbing. Perhaps they can be 
answered. Apparently leaders for the Community Development Projects, now 
extending to some 15 per cent of India’s more than half million villages, have 
been trained with considerable success, and have met little opposition in the 
countryside. Moreover, a ready supply of potential trainees is ready to hand 
in the million or more educated Indians who each year come on the labor 
market. Yet the task of training them, especially those thousands needed at 
the local !evel, would surely tax both ingenuity and facilities to the utmost. 
And as competitors of well-entrenched lenders, they would face a very differ- 
ent problem from the agricultural emissary bringing better seed and improved 
methods to the villager. Some realistic discussion of these problems is sorely 
needed. 
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Lack of space forbids much more than mention of the proposal to establish 
All-India and State Warehousing Companies as a means of improving storage 
and distribution both of crops and of standard items needed by the cultivator, 
or of the proposal to strengthen the agricultural economy through amalgama- 
tion of the Imperial Bank and certain State Banks for the extension of cheap 
remittance facilities. These comprise secondary but significant parts of a 
broad-based program of reform. 

Use of the Report is made difficult by the failure to provide an index, and 
for the non-Indian reader by the lack of a glossary of indigenous terms. In 
spite of these minor defects, however, and of the more important omissions 
mentioned above, this Report is a highly rewarding and interesting document. 
It may not provide all the answers, but it contains a huge amount of informa- 
tion interestingly presented, and a penetrating and persuasive discussion of 
many of the central issues of this great problem. 

P. T. ELtswortH 

University of Wisconsin 


Economic Progress—Papers and Proceedings of a Round Table held by 
the International Economic Association. Edited by Lton H. Dupriez, 
with the assistance of Dovetas C. Hacue. (Louvain: Institut de Re- 
cherches Economiques et Sociales. 1955. Pp. 574.) 

The 1953 conference of the International Economic Association, which met 
at Santa Margherita, Ligure, Italy, was devoted to a general discussion of the 
meaning, measurement and causes of economic progress. The present volume 
contains the nineteen papers presented to the conference together with a sum- 
mary of the discussion.. Papers originally presented in French have been pub- 
lished in that language together with an English translation. 

The wide scope of the conference program makes it clear that its aim was 
to permit an exchange of views among scholars from many countries rather 
than to provide an occasion for close, critical review of new work. Nothing 
but a summary of the papers would be adequate to suggest the heterogeneity 
of the topics considered. It is enough to say that substantial portions of the 
program were devoted to the meaning of economic growth and its relation to 
progress at large. to the roles of population growth and redistribution, capital 
formation, and enterprise in economic growth, to industrialization, market 
reform and fiscal policy as instruments of economic development, and to the 
formal character of a theory of economic growth. 

The program was disappointing at its two ends, so to speak: in its attempts 
to define the human significance of economic growth, and in its attempts to 
grapple with the general theory of secular progress. The reasons are similar 
and very simple. In neither case do we know enough about the content of the 
subject to do more than produce formal outlines. Jan J. J. Dalmuder experi- 
ments with indifference-curve analysis, but does not succeed in providing 
practical criteria for inferring the direction of change in welfare from that of 
change in output potential. A sensible and modest essay by Henri Guitton 
merely recalls that men are creatures with a variety of needs and interests, the 
satisfaction of which sometimes conflict. He reminds us that we need to know 
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more about the needs of human nature and more about how attempts to satisfy 
our diverse interests may come into opposition before we can judge whether 
economic progress furthers human progress in a broad sense. Corrado Gini’s 
attempt to define an oriental conception of economic growth, to be measured 
in output per acre, in contrast to a western conception, measured in output 
per man, is unconvincing. C. N. Vakil, in fact, assures us that eastern and 
western criteria are essentially the same. In any event, it is hard to accept any 
ultimate criterion of economic effectiveness which does not have a human 
reference. 

The attempts to construct general models of economic growth are also less 
than clearly useful. Each is somewhat different in character, none is easy to 
epitomize, but all are similar in providing only the most general formal frame- 
work, rather than the substance, of a theory. The views of André Marchal 
and L. H. Dupriez resemble one another in that both feel that the essence of 
the probiem lies in disentangling the slower-acting, but more persistent, forces 
from those that act more quickly and, therefore, have a more prominent part 
to play in explaining short-term changes. Both are clearly influenced by 
Marshall’s device of operational time. With some differences in emphasis, both 
connect the forces which dominate secular change with those which control 
economic institutions, patterns of behavior, the supplies of factors and their 
industrial distribution, and the values of the production coefficients. 

The major portion of Herbert Giersch’s essay is devoted to defending the 
merits of a stage theory of economic growth. Each stage presumably is to have 
a defining characteristic with which a variety of interesting concomitants are 
associated. Giersch seems to favor Predohl’s theory which distinguishes suc- 
cessive stages of intensive and extensive exploitation of resources. For further 
study, therefore, Giersch argues for classifying countries and periods accord- 
ing to both output and capital per head and per unit of land area. 

W. W. Rostow urges the importance of organizing our experience of growth 
around the impact of major innovations. He considers aggregate economic 
growth the resultant of three classes of responses: (a) that in “primary” in- 
dustrial sectors, “where possibilities for innovation . . . yield a growth rate 
markedly higher than the average for the economy” (p. 373), (b) the effects 
of the primary responses upon closely related (“supplementary”) industries, 
and (c) the impact of the general rise of demand so engendered upon the 
economy generally. The size and speed of these responses will differ among 
countries according to their resources and their “propensities,” that is, ee- 
cording to certain cultural and political factors which control reactions to 
economic opportunity. The industrial classification, however, would presum- 
ably facilitate empirical study of the causes controlling speed and direction 
of growth. This approach has certain prima facie attractions, but it seems 
doubtful whether the points at which important innovations first make their 
impact felt will uniformly have the highest growth rates, and, since some 
innovations always appear in all sectors, it is not clear that other practical 
criteria can be found to distinguish the “primary” sectors. 

More interest and use emerges from the articles concerning the causes and 
concomitants, as contrasted with the significance, of growth. There are stimu- 
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lating discussions of the influence of population, capital formation, and enter- 
prise. The treatment is no more than suggestive, but in each case there appear 
to be promising leads for future work. 

With respect to demographic influences, Simon Kuznets shows that the 
common attempt to connect economic growth simply with the rate of growth 
of numbers is far from adequate. The way in which birth rates, death rates 
and migration combine to produce a certain rate of growth will have far-reach- 
ing consequences through changes in age and sex structure, in the rate of 
turnover of generations and in life expectancy. The age and sex distribution 
of a population is the chief determinant of the ratio of producers to depend- 
ents. The turnover of generations influences internal and international mobil- 
ity and the adaptability of the labor force to changing industrial and geo- 
graphical requirements. The stability or instability of human life may be 
supposed to influence the time-horizon of individuals and to shape the pattern 
of family organization, cultural response and social ideology in ways which 
favor or obstruct self-reliance and individual energy. These various ideas echo 
through a number of the papers. In these and other ways, population variables 
give promise of being as nearly ubiquitous in the analysis of secular move- 
ment as income is in the analysis of short-term change. 

A number of essays indicate that capital and capital formation may assume 
a very different appearance in the theory of economic growth than the tradi- 
tional theory of distribution would suggest. The problem may be indicated in 
briefest compass if we recall that we usually think of capital as stocks of com- 
modities and durable structures and equipment. We often attribute chief 
responsibility for increases in output per head to increases in capital equip- 
ment per head. And we commonly believe that when the latter increases, out- 
put grows less rapidly than capital so that the capital-output ratio tends to 
rise. Proceeding now in reverse order, we first note Kuznets’ finding for the 
United States—confirmed by A. K. Cairncross for Great Britain—that in spite 
of a great rise in capital per worker, there has been no significant trend in the 
capital-output ratio over a period of 70 or 80 years. Add to this Kuznets’ 
observation that “it is quite possible that the capital-output ratios in the 
underdeveloped countries are higher than in the younger developed ones and 
at least as high as those in the older developed European countries prior to 
World War I” (p. 38). We pass next to Cairncross’ speculative calculation 
that capital accumulation taken by itself “could account for, at most, one 
quarter of the recorded rate of economic progress” (p. 235).1 And, finally, 
we must consider that these observations apply to capital and capital forma- 
tion .ubject to a restrictive definition. In a more comprehensive view, pro- 
duced means of production would also include, as Kuznets points out, “all 


* If savings are equal to about 10 per cent of income, as seems true of most industrialized 
communities, and if additional investment, in the absence of all innovation, could be as- 
sumed to yield as much as 5 per cent per annum on the average, then new investment 
would cause income to increase at the rate of %4 per cent per annum. If national income 
rises at a rate between 2 and 3 per cent per year, as is common in industrialized countries, 
capital accumulation can be charged with about one quarter of the rate of growth. 


5 
4. 
| 


BOOK REVIEWS 979 


goods in the hands of consumers, and all resources (in the form of education, 
training, etc.) that can make for a more efficient labor force, a society more 
capable of taking advantage of the potentialities of technical progress” (p. 39). 
Evidently, a more adequate theory of the place of capital formation in eco- 
nomic growth will need to take due account, 4 la Schumpeter, of the importance 
of innovation for capital productivity, it will consider the possibilities of 
increasing returns, it will be aware that capital requirements per unit of 
output differ from product to product and that the product composition of 
output changes, and it will remember that power, tools and structures are not 
the only artificial aids to labor. 

With regard to enterprise, the volume contains a lively contribution by 
Alexander Gerschenkron, who gives the modern theory of entrepreneurship, 
particularly as developed by the Harvard Research Center in Entrepreneurial 
History, the benefit of some effective criticism, He shows that the theory, 
following Parsons’ and Shils’ sociological principles, makes the vigor of enter- 
prise depend on the degree of approval which a society accords to commercial 
and industrial activity, especially innovating activity. The theory has a cer- 
tain a priori plausibility and some historical examples seem to support it. But 
Gerschenkron is able to show that the argument does not clearly run on all 
fours with the sociological theory on which it presumably rests. And he is able 
to cite instances of vigorous enterprise where social approval was conspicu- 
ously lacking, for example in Russia in the late 1800’s, and conspicuous differ- 
ences in economic growth without the clear differences in enterprise which 
earlier work had presumed to exist, for example, as between Germany and 
France in the late nineteenth century. Gerschenkron’s criticism is damaging, 
but admittedly not corclusive; it has since been the subject of heated contro- 
versy in Explorcticns in Entrepreneuria History, bulletin of the Harvard Re- 
search Center; bunt it does expose the dangers of studying a coniplicated sub- 
ject like economic growth one facto; at a time, without bringing to bear a 
sufficiently wide range of experience’ a%i without providing objective criteria 
of the factor’s abundance. 

It must not be supposed that this review exhausts either the variety of con- 
tributions to the subjects just touched on, or indeed, the volume’s range of 
subjects. Alfred Sauvy contributes an article on “Occupational Migration 
aad Professional Training.” E. D. Dcomar writes on the relation between de- 
preciation and replacement in connection with the capital-output ratio. C. N. 
Vakil and Erik Dahmen attack the problems %f iechnolegy, innovation and 
enterprise from a variety of angles. H. W. Singe:, L. Duquesne and H. S. Ellis 
contribute articles on governmental policy wi'o particular reference to under- 
developed areas. H. J. Habbakuk’s article, “ii Historical 'xperience on the 
Basic Conditions of Economic Progress” is a most succinct and balanced 
statement of the general origins of European industrialization and the causes 
of British leadership in the nineteenth century. 

Altogether the present volume, both in its failures and successes, presents a 
representative picture of the state of research in economic growth at the pres- 
ent time. Not quite certain about its objectives, straining towards a general 
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theory, which may prove beyond our reach, but for which we certainly lack 
empirical materials, we see the nature of the problem in certain important 
areas, such as population, capital and enterprise, beginning to take shape. 


Moses ABRAMOVITZ 
Stanford University 


Labor Productivity in Soviet and American Indusiry. By WALTER GALEN- 
son. A Ranp Corporation research study. (New York: Columbia Uni- 
versity Press. 1955. Pp. xiv, 274. $5.50.) 

Labor productivity is one of the most useful summary indices for compar- 
ing the efficiency of a given economy at successive points in time and in rela- 
tion to some other economy. In view of the economic competition between the 
Soviet bloc and the western nations we are particularly interested in U.S.- 
Soviet productivity differentials, and it is also of considerable interest to know 
what sort of productivity trends have been experienced in the Soviet Union, 
as an example of a backward country undergoing rapid industrialization. 

Such comparisons present very difficult problems, however. The official 
Soviet statistics on produc‘ivity trends are of limited usefulness because they 
are calculated on the basis of the official Soviet index of industrial production 
(i.e., the index of output in 1926-27 prices) which for various reasons over- 
states the rate of growth of the volume of production; and global comparisons 
of labor productivity in the Soviet economy with that in the U.S. economy 
would require the reduction of the output of both countries to a common unit 
of value—a formidable index number problem. In order to circumvent these 
difficulties Professor Galenson has selected a sample of industries in which 
output may be measured in more or less homogeneous physical units, and has 
used this sample to investigate productivity trends in the Soviet economy be- 
tween 1928 and 1940, and to make some comparisons between the Soviet 
industries in 1936-38 and American industries in 1939. The industries involved 
are coal mining, iron ore mining, crude oil and natural gas extraction, iron and 
steel production, cotton textile manufacturing, shoe manufacturing, and beet 
sugar processing. In addition he was able to extend his coverage to include 
five branches of machine building by using Gerschenkron’s revaluation of the 
corresponding outputs in 1939 dollar prices. 

Briefly his conclusions are as follows. The ratio between Soviet and U.S. 
standards of productivity varied considerably from industry to industry, but 
in almost every case the ratio was less than 50 per cent, and the average 
weighted by employment was of the order of 40 per cent. Similarly there was 
a varied rate of change in different industries, but an over-all increase for the 
industries studied of about 6 per cent per annum, a rate considerably higher 
than any that has been found in productivity studies of other countries at 
various periods. 

The industries studied included only about 30 per cent of industrial em- 
ployment on January 1, 1936. In view of the considerable variation found 
in the industries studied it seems quite possible that the particular industries 
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studied might not be representative of al! of industry. On the basis of some 
indirect evidence the author considers that the sample may be fairly repre- 
sentative, but it would certainly have been desirable to include some other 
industries. Galenson claims to have included all the industries for which 
satisfactory output and labor force data are available, but one wonders if 
this is really the case. It seems hard to believe, for instance, that it would 
not be possible to extend the approach used in this study to electric power 
generation, sawmills, cement and perhaps window glass or brick. 

Most of the Soviet figures do not go beyond 1938, and so tell us little 
about U.S.—Soviet productivity differentials at the present time, a decade 
and a half later. The Soviet claim is that productivity in 1950 had risen above 
the level of 1940 by 37 per cent. The Russians no longer publish the statistics 
that would be necessary to make a firmly based independent estimate of the 
increase, but this study adduces some indirect data which tends to suggest 
that the official claim is an overstatement, and Galenson offers, though with 
considerable diffidence, the suggestion that the Soviet-U.S. productivity gap 
may not have changed much since the prewar period. 

At one point in the final chapter an attempt is made to reconcile the Soviet 
emphasis on increasing labor productivity with the putative irrationality of 
such a policy in an economy where labor is abundant and capital scarce. 
The reviewer has no quarrel with any of the explanations offered, but believes 
that the most compelling reason for such a policy is that in terms both of 
capital stocks and current inputs, the overheads associated with using labor 
in an urban industrial setting are very high. Since it costs so much to place 
the worker at the bench, ready to work, it is perfectly rational for central 
planners, anxious to maximize output, to be concerned with output per worker. 

Despite the apparent simplicity of the notion of physical output per 
worker, such a project as this involves a great deal of work in delineating 
an industry, in adjusting the work force figures for comparability, and so on. 
Galenson has gone into these matters very carefully, and his study is ob- 
viously a painstaking piece of research. His findings add an important bit of 
concrete detail to the picture of Soviet economy development which has 
grown out of the massive research of recent years. 


Rosert W. CAMPBELL 
Russian Research Center 
Harvard University 


Teoria e Politica dello Sviluppo Economico. Edited by Giuseppe Uco Pari. 
(Milan: A. Giuffré. 1954. Pp. iii, 567, L. 3,000.) 

This substantial and ably edited volume is the end product of a series of 
meetings held at the Institute of Economics and Finance of the Faculty of 
Law of the University of Rome by a group of Italian scholars for the study 
and discussion of certain aspects of the problem of economic development. 

The volume opens with a thoughtful introductory essay on the theory and 
policy of economic development contributed by its editor. The fundamental 
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elements in economic development, Professor Papi believes, are expanding 
per capita production and trade. The problem of how to achieve these most 
effectively is the central one in the development of underdeveloped areas. 
The starting point of any development effort must, almost always, be in- 
creased agricultural production; subsequent goals are expansion of trade, 
both domestic and foreign, and an increase of available industrial facilities. 
To maximize this expansion, coordination of production and trade policies 
on a national and international scale are required, as well as creation of a 
general climate more favorable to the development of private production 
and exchange through judicious public investment in such basic aids to 
economic development as roads, harbors, irrigation works and the like. 

Papi’s opening essay is followed by sixteen other studies on various aspects 
of the problem of development by as many individual contributors. Their 
contributions include papers on the concept of economic development in the 
writings of the classicists, of Marx and Schumpeter, and of various con- 
temporary writers, by Gambino, Labini, and Pitigliani. There follow separate 
analyses of special factors in economic development such as managerial and 
organizational skills, capacity to develop and maintain a flow of imports 
for productive uses, importance of structural characteristics of individual 
economies, psychological and political conditions favorable to capital forma- 
tion and economic development generally, and public investment and fiscal 
policies in underdeveloped areas, contributed by De Luca, Marrama, Resta, 
Malagodi, Caffe, Porta, Selan and Gera. There are then other essays, on 
commercial and central bank policy in underdeveloped areas, by Salvi, on 
the effect of economic development on the growth of international trade and 
the establishment of more permanent international economic equilibria, by 
Clementi, and on the work and policies of international organizations active 
in the development field, by Di Simone. Finally there are two informative 
papers on the problem of economic development in Southern Italy, the Italian 
republic’s own long underdeveloped area. The first of these, by the staff of 
the Association for Industrial Development in Southern Italy, describes the 
application of input-output analysis to the problem of development in that 
Italian region; the second, by Arena, analyzes the main functional and in- 
stitutional reasons for Southern Italy’s still underdeveloped state and the 
principal remedies currently proposed for that condition. The latter consist 
essentially of carefully balanced and integrated agricuitural and industrial 
expansion made possible by a vigorous program of domestic and foreign 
investment. i 

Unfortunately, the present necessarily brief review does not permit a more 
detailed discussion of the content of individual papers. Although the re- 
viewer did, at times, differ somewhat with some of the arguments and sug- 
gestions presented, he could not, or. the whole, but appreciate the ge.erally 
high caliber of the contributions offered and welcome the evidence which the 
book provides of the thoughtful and stimulating work being currently done 
ox the problem of economic development by Italian economists. 


G. WELK 
Washington, D.C. 
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La Industrializacién de México. By MANUEL GERMAN Parra. Coleccion Cul- 
tura Méxicana, No. 9. (Mexico: Imprenta Universitaria. 1954. Pp. 203.) 
This book is essentially a critical evaluation of Frank Tannenbaum’s 
Mexico: tie Struggle for Peace and Bread (New York, 1950). Tannenbaum’s 
esis was that Mexico offers little promise of becoming an industrialized 
nation. He felt that the nation should emphasize agriculture and handicraft 
industry in the years to come. 

German Parra argues against this thesis on the basis of a certain theory of 
history and on the basis of certain long-run statistical evidence. 

His theoretical argument is based on the application to present-day Mexico 
of a theory advanced by Lewis E. Morgan to explain, in connection with 
certain anthropological studies, how one group of people evolved, the manner 
of evolution being imputed from the way another group has evolved. Ac- 
cording to German Parra all areas go through the same sort of historical 
evolution. They may not go through the same stages in that evolution at 
the same dates; but they will go through them in the same sequence. In this 
sequence, German Parra argues that Mexico is now at the same stage as 
the United States was in 1850. And Mexico must subsequently go through 
the same evolution the United States has passed through in the last hundred 
years. 

To support this position German Parra offers statistical evidence to show 
that various features of the current Mexican economy correspond with that 
of the United States about 1850. The division of the labor force between 
agriculture and industry is about the same in Mexico now as it was in the 
United States in 1850. Low real per capita income in the United States in 
1850 corresponded with an agricultural economy, as it does in Mexico today. 
The current Mexican foreign trade pattern, involving ihe export of raw 
commodities and the import of manufactured goods, corresponds with that 
of the United States of 1850. The underdeveloped state of Mexican industry 
corresponds with that of the United States a century ago. Present Mexican 
use of protective tariffs to encourage industrialization is as justified now for 
Mexico as it was then for the United States. Present rapid Mexican popula- 
tion growth is similar to the growth in the United States a century ago. 

According to German Parra, Tannenbaum’s evidence that Mexico is back- 
ward industrially is not the proof that she should remain backward. It is 
merely evidence that her development is about at the stage that the United 
States had reached just before the Civil War. But, if Morgan’s theory of 
history is accepted in the form proposed by German Parra, Mexico, in the 
next few decades, can be expected to undergo a period of industrialization 
similar to that which the United States has experienced in the last century. 

WENDELL GoRDON 

The University of Texas 


A Concise Economic History of Britain from 1750 to Recent Times. By 
W. H. B. Court. (New York: Cambridge University Press. 1954. Pp. 
viii, 368. $4.00.) 

This volume is the second half of an economic history of Britain from the 
earliest times up to about 1939, designed for nonspecialists. Sir John Clapham 
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was to have written both volumes but, with his death, the Cambridge Uni- 
versity Press asked W. H. B. Court of the University of Birmingham to write 
the second one. The result is a pair of readable, judicious syntheses of the 
large amount of careful scholarship devoted to this area of history. The 
volumes are independent of each other in style and approach, and may be 
regarded equally well as separate or as companion works. 

Court divides his study into two parts. In the first, entitled The « rowth 
of an Industrial State, 1750-1830, he begins with a discussion of Britain’s 
striking population increase, and then proceeds in separate chapters to show 
how changes in agriculture, mining and manufacture, transport and trade, 
investment and finance, and in the role of the state in economic life, con- 
ditioned and were conditioned by this growth, all interacting to produce the 
world’s first industrial nation. All this constitutes a succinct and orderly 
combination of narrative and analysis with the method of organization 
enabling the author to stay as clear as possible of taking sides in disputes 
over emphasis in the interpretation of this vital period. A chapter on 
the economic aspects and implications of the war with France completes 
Book I. 

Book II, The Victorian Economy and After, 1830-1939, provides a series 
of insights into why Court feels that Britain’s rise to nineteenth century 
industrial pre-eminence is an achievement which, although admittedly great, 
is “essentially limited, imperfect and even ambiguous.” Of particular interest 
is his chapter on the origin of the welfare state, in which he indicates the 
shift in social values beginning around 1880. Emphasis is given to the debate 
on poverty and the Poor Law, social legislation and the idea of a national 
minimum, and politics and the trade unions. Reflection on this chapter sug- 
gests some of the acute problems of interpretation which Court has faced 
and treated so delicately in this volume. 

In a chapter on the altering economic fortunes of Britain in the late 
nineteenth century Court, in sympathy with most recent interpretations of 
the period, places heavy emphasis on the role of investment. Earlier obsession 
with monetary matters is noted but treated as inadequate. In general Court 
apparently accepts the proposition that each age should write its own history, 
but it would be incorrect to infer that we have been provided with a Pro- 
crustean bed. 

Throughout the volume, but especially in Book II, it is made abund ntly 
clear that the British economy is not an island unto itself, and it is with a 
discussion of the challenge to British economic power mounted in the latter 
part of the nineteenth century and continued in the twentieth by formidable 
foreign rivals that Court closes his account. No predictions are hazarded by 
Court, nor could any properly be demanded from a volume of this type. 

Such a concise treatment would have been aided by a more liberal use 
of simple statistical devices such as tables and charts. There are in fact no 
charts and only one table, a handy one presenting the United Kingdom 
balance of payments for selected periods from 1870 to 1938. Presumably the 
figures given are average annual amounts although it is not so stated. That 
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Court does not have an antistatistical bias is evident in his fairly frequent 
references to quantities in the text and in his rueful remark on the lack of 
an official collection of British historical statistics when he says that “public 
money might be worse spent than in providing one.” 

As a textbook this volume has good possibilities inasmuch as it provides 
a reliable and handy springboard for the use of supplementary material of a 
more detailed and more partisan nature. It is desirable, but not essential, that 
students first have training in elementary economic analysis before using 
this book. The book provides a rich extension to such training which, in turn, 
furnishes a firmer basis for the absorption of its contents. 

This book should be very helpful in stimulating an interest in economic 
history. It is provided with sufficient references to more specialized works 
both to stimulate and to satisfy the curiosity of readers for whom the field 
has fascination. 

F. Harris 
Stanford University 


Economic History of the United States. By Howarp R. Smitu. (New York: 
The Ronald Press. 1955. Pp. vii, 763. $6.00.) 

The significant difference between this new book and others previously 
published in the same field lies in the chronological rather than topical pres- 
entation of the material. Most texts dealing with economic history of the 
United States consider a particular period as, for example, 1865-1900 from 
the viewpoint of several categorical topics such as the railroads, banking and 
finance, the growth of manufacturing, agriculture, etc. Each such topic is 
often treated as the subject of a separate chapter. Professor Smith believes 
this approach “. . . suffers from the disadvantage that relationships among 
developments in more than one of these areas are either lost from sight or 
are at best barely visible.” Thus, to offset this criticism and to accomplish 
a major aim of assisting students to become aware of the evolution of eco- 
nomic institutions, he seeks to relate the events of economic history to 
“. .. the dynamic situations which created them.” 

Since this book was written primarily as a textbook, it should be evaluated 
within this frame of reference. Its 42 chapters are divided among the fol- 
lowing rather standardized periods: “The Nation Born, to 1817”; “The 
Nation Divided, 1817-1860”; “The Nation Rebuilt, 1860-1896”; “The 
Nation Mature, 1896-1929”; and “The Nation in Crisis, 1929-1954.” The 
chapters are generally less than 20 pages in length and each one is preceded 
by a brief outline of dates and events designed to help the student with 
some background in general history secure a better orientation with respect 
to the subsequent material. At the end of each chapter is a list of questions 
and a summary discussion. The latter assists in providing a smoother transi- 
tion to the following chapter than might otherwise be possible in a chrono- 
logical presentation. 

Footnotes are confined to brief explanations of theoretical concepts in 
economics which are implied in the body of the text, such as the balance 
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of payments, elasticity, and opportunity cost. They are apparently designed 
to assist the student without an extensive background in economics in under- 
standing certain basic concepts and interrelationships. As presented, however, 
they appear too theoretical for the reader without an adequate background 
and unnecessary for students who have had a good course in elementary 
economics. 

Instead of a bibliography, “Suggestions for Reading” are provided at the 
end of the book and identified with the five sections of the text rather than 
with the specific chapters. The suggestions do not purport to be all-inclusive 
but, rather, are useful in making supplementary assignments for students. 

Professor Smith seeks to gain and hold student interest. He accomplishes 
this with his short chapters which have intriguing titles such as “Growing 
Pains,” “From Crisis to Crisis,” and “Frustration Compounded.” Further, 
the footnotes are few and far between, a practice that will please those stu- 
dents who deplore a presentation that is constantly interrupted by reference 
to the bottom of a page, or the end of a chapter. On the other hand, despite 
valiant attempts to the contrary by the author, the reader is likely to be 
aware of the basic shortcoming of any chronological approach to economic 
history, namely, a certain amount of discontinuity. This develops from the 
attempt to weave the threads of a number of subjects into a single chapter 
covering a relatively short time span. These threads must then be picked up 
in subsequent chapters dealing with a later period of time and the weaving 
process repeated. 

The questions at the end of each chapter should prove to be useful. There 
is a judicious sprinkling of thought-provoking, stimulating and conjectural 
questions along with those of a more factual or descriptive character. Gen- 
erally speaking, the questions meet a dual aim of helping the student in his 
assimilation of subject matter as well as aiding the instructor in the conduct 
of appropriate discussions. 

Some instructors may be disappointed that only the first short chapter 
is devoted to the European background of colonial settlement; or that legal 
citations such as those for the Granger Cases and other landmarks in regula- 
tion of business by government are not given. Issue might also be taken with 
the author’s definition of the modern economy as one of scarcity rather than 
abundance, or with his tendency to overemphasize the political importance 
of labor prior to the twentieth century. Such criticisms are only minor, how- 
ever, and tend to be counterbalanced by favorable points such as the well- 
written chapter on the period of the second world war and the closely reasoned 
and clear evaluation of the economic factors behind the Civil War. 

The text seems well designed for use in a one-semester or possibly a one- or 
two-quarter first course in the economic history of the United States. Al- 
though a previous course in elementary economics or business would be 
advisable for students using the textbook, this would not be absolutely nec- 
essary if the instructor is alert to the need for explanatory supplemen- 
tation. 

Louis B. Perry 

Pomona College 
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Statistics and Econometrics 


Measurement of Industrial Productivity. By M. M. Menta. (Calcutta: 
The World Press. 1955. Pp. ii, 98. Rs. 6/-; 10s., 6d.) 

The general nature of this little book is quickly told by the titles of its 
four chapters: “Significance of Productivity Aanalysis,” “Meaning and Meas- 
urement of Productivity,” ‘Determinants of Productivity,” and “Some Sta- 
tistical and Conceptual Problems in the Measurement of Productivity.” The 
book does not describe an original attempt to measure productivity; rather 
it is a survey of the works of others. A comprehensive analysis is presented of 
the problems and limitations of productivity studies and of the progress made 
in overcoming these problems and limitations. The problems, however, still 
greatly overshadow the progress. The book ends with eight pages of select 
bibliography. 

The object of the measurement of industrial productivity is to show dif- 
ferences in economic efficiency over periods of time, or among different places 
at the same time, or among different firms or industries at the same time 
and place. Some specific issues on which light may be shed are: How far 
have different nations succeeded in making use of their resources? Are large 
firms more efficient than medium-sized or small firms? Are new plants more 
efficient than old plants? 

“Ratio of output to the corresponding input of labor” is given as the most 
prevalent and widely accepted definition of productivity. This does not mean 
that productivity indexes measure the productivity of labor alone; for the 
productivity of labor can be achieved only in combination with the other 
factors of production. It is the output of the entire combination of productive 
agents that is measured. 

The “output-man-hour” ratio and numerous other ratios for measuring 
productivity are analyzed with respect to their limitations and ways of over- 
coming these limitations. Cost expressed either as “per unit of output” or 
as “percentage of the value of goods produced,” with all monetary data re- 
duced to constant monetary units, is accepted as possibly the best single 
index of productivity (p. 88). 

The author’s general conclusion is that no single measure of industrial 
productivity is satisfactory, but if many indexes of productivity should cor- 
roborate one another “the trends in productivity movements are unmistak- 
able” (p. 25). One wonders, however, if the truth can emerge from the 
confluence of several admittedly defective measures. 

Puitie G. Hupson 

University of Arizona 


National Income and Social Accounting 
National Income, 1954 Edition. Supplement to the Survey of Current Busi- 
ness. (Washington: Supt. Docs. 1954. Pp. v, 249. $1.50.) 


The vclume under review, like its predecessor of 1950, contains five sec- 
tions: National Income and Product, 1929-1953 (to 1950 in the earlier edi- 
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tion); The Conceptual Framework of National Income Statistics; Sources 

; and Methods of National Income Estimation; Gross National Product in 

: Constant Dollars, 1929-1953 (1950); and Statistical Section. The 1954 

edition, unlike the earlier volume, is provided with an index which, while 
smaller than might have been hoped for, is a substantial aid to the reader. 

The 1954 edition accomplishes several purposes. In the first place it brings 

the estimates forward to 1953, so that the consequences of the hostilities in 

Korea are reflected therein. And, perhaps more importantly, the several series 

iy are developed in terms which incorporate the data obtained in postwar in- 

: dustrial and population censuses. Finally, the section which presents the 

constant-dollar estimates of gross national product and its major components 

makes use of 1947 prices as the deflating factor rather than 1939 prices as 

heretofore. It may be noted that the natural and appreciated misgivings 

which the authors discuss respecting the detailed alternatives available as 

| to weighting and the like are repeated in the present edition (p. 155) from 

. the 1951 edition (p. 142) and that the choice of 1947 prices is supported 

by nearly verbatim repetition of the argument earlier employed to support 

the choice of 1939 prices. 

Indeed at all points the similarity in language is noteworthy. A substantial 
series of spot checks reveal that more frequently than not whole paragraphs 
and pages which appear in the 1951 edition appear again in the 1954 volume. 
This even extends to the language in which a decision respecting the treat- 
ment of imputations for the value of lodging provided domestic servants 
(none is made—because “it is felt that, as a general proposition, they do 
not regard the lodging furnished them as an addition to income,” p. 52, 1954 
ed., p. 45, 1951 ed.) is defended, which gave the reviewer of the earlier edition 
“no comfort” and does not comfort me.* 

The verbatim repetition of whole sections of the earlier edition in the 
present volume should not be the object of adverse criticism. The earlier text 
was carefully prepared; it was carefully reviewed and rewritten where it was 
thought to be unclear or where changes in concept or in method or the avail- 
ability of new data made it desirable. 

The volume is a valuable addition to the working library. The discussions 
of methods and sources of estimates make more useful the continued series 
now currently maintained and published in the Survey of Current Business. 

FRANK L. KIDNER 


University of California 


Business Fluctuations; Prices 
Das Akzelerationsprinzip. By Wotrcram Mietu. (Berlin: Duncker & Hum- 
blot. 1954. Pp. 120. DM 8.80.) 


The work under review is a recent addition to a series of economic mono- 
graphs intended to help German economists to regain contact with the de- 
velopment of economic thought abroad, particularly in the Anglo-Saxon 
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countries and, Scandinavia, which had been lost during the years of National 
Socialism, the war, and the immediate postwar period. In this, the author 
has been successful. He offers the German reader a clear and concise account 
of the development of an important concept of economic theory: the accelera- 
tion principle. Indeed, were it not for the language difficulty involved, some 
of Dr. Mieth’s colleagues in this country might want to include his study 
in a list of references for an upper-division course in business cycle and 
economic theory. 

Mieth presents his material in what he considers a novel structure. The 
first part defines the magnitudes in real terms; the second, still in real terms, 
combines the “relation” with other macroeconomic magnitudes; while the 
third part examines the influence of prices, interest, and credit on the volume 
of investment and explores to what extent this influence limits the validity 
of the principle. The final chapter describes some “empirical investigations.” 
The author claims for this arrangement of the subject matter certain methodo- 
logical advantages, especially the possibility of examining more thoroughly 
the consequences of dropping the rather rigid assumptions made in the early 
phases of his treatment of the subject. In the opinion of this reviewer, the 
author does not however, succeed, in making this form of presentation yield 
any new substance. 

In reviewing a compact survey of this type, the selection of portions must, 
of necessity, be somewhat arbitrary. However, among the more interesting 
and unusual aspects of this monograph is Mieth’s treatment of the relation- 
ship between investment and what he terms “total (effective) demand” in 
preference to the more customary relationship of investment to changes in the 
rate of consumption or income. In arguing for this choice, Mieth reasons along 
lines made familiar to the Anglo-Saxon reader by Hicks’ A Contribution to 
the Trade Cycle. Moreover, he defends this approach not only on theoretical 
grounds, but also on the basis that “total (effective) demand” can be meas- 
ured more successfully in Germany than in most other countries due to the 
existence there of the turnover tax which applies to all stages of production. 
Unfortunately, this point is relegated to a footnote and not fully developed. 
The reader is thus in no position to judge for himself whether Mieth’s choice 
of magnitudes is operationally justified, except perhaps in the setting of Ger- 
man statistics. 

Mieth’s final chapter on the empirical investigations of the acceleration 
principle seems to be too brief even for a short survey like this. The overly 
condensed presentation is likely to offer difficulties even to the reader who 
is already familiar with the studies of Clark, Mitchell, Tinbergen, Abramovitz, 
and Nurkse, to mention but a few to whom reference is made in this section, 
and must be of doubtful value to any student of the subject whose background 
is less complete. A pit andante treatment would have brought this portion of 
the book to the level of clarity maintained in the earlier sections. 

It may be somewhat unusual for a review in an American journal to point 
to insufficient consideration, by a German writer, of Continental and particu- 
larly of German contributions to the literature in the field. Recent English 
and American contributors to business cycle theory have shown a better 
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memory of these contributions which date back to the period prior to the iso- 
lation of German economic thought. 
F. A. BREIER 
University of San Francisco 


' Money and Banking; Short-Term Credit; Consumer Finance 


Money and Banking. By Eucrne S. Kuise. (Cincinnati: South-Western 
Publishing Co. 1955. Pp. viii, 744. $5.75.) 

This book is offered as a text for the one- or two-semester introductory 
course in money and banking where the objective is to explain “the relation 
of money and banking to the general economy” rather than to study “the 
details of bank operation” (p. iv). 

The material is presented in eight parts which deal with (1) the nature of 
money and monetary standards, (2) the commercial banking process, (3) 
central banking and the Federal Reserve, (4) the modern United States 
banking system, (5) international banking, (6) financial institutions other 
than commercial banks, (7) monetary theory, and (8) current problems. 

The book has a commendably clear and adequate explanation of the gold 
standard without in any way sacrificing the usual discussion of the nature 
of money, the types of money in the United States, other monetary standards, 
and the history of United States money before, as well as after, 1930. A good 
understanding of the full meaning and scope of the gold standard is essential 
as a basis against which to assess the chaotic developments in the monetary 
field beginning in the 1930’s. Yet the treatment of this standard has in recent 
years often been less than adequate. 

The author himself does not favor return to a redeemable gold coin 
standard, the arguments for and against which he considers in the last 
chapter. He finds it difficult to believe that the Treasury and the Federal 
Reserve could be disciplined by gold withdrawals; for the public would prob- 
ably consider it useless to demand gold in view of the ever-present possibility 
of a repetition of the unprecedented legislation of 1933 under which public 
gold holdings were confiscated and made illegal. But even assuming that re- 
deemability would check inflation, he suggests that it might be impossible to 
maintain redeemability when the recommended deficit financing is resorted to 
in depression. This leaves the problem of maintaining a sound currency to 
“competent men” (p. 729). 

The chapters on the various aspects of banking in the second through the 
sixth parts of the book reflect considerable historical and analytical insight, 
although the reviewer would have liked an earlier explanation of the banker’s 
problem of getting deposits, preferably at the point where deposit creation is 
first taken up and excess reserves tend to be taken for granted. The material 
on monetary theory in the seventh part includes both versions of the quantity 
theory as well as the income approach. The author adheres to the inccme 
approach but he also applies relevant aspects of the other theories in his 
discussion of the various “current problems” which he considers in the eighth 
part on cyclical fluctuations, monetary and fiscal policy, the current role of 
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commercial banks, reformations and panaceas, and the gold standard. Those 
unreconciled to the implications of applied income theory will doubtless have 
reservations regarding even the relatively moderate proposals presented in this 
volume. 

On the whole, the book is a highly competent job which reflects a thorough 
and mature understanding of the field. It deserves careful consideration for 
use as a text. 

ALFRED BORNEMANN 

Norwich University 


Business Finance; Investments and Security Markets; Insurance 


Insurance: Principles and Coverages. With a supplement, Policies and Forms. 
By Georce G. R. Lucas and Rate H. Wuerry. (New York: Rine- 
hart and Co. 1954. Pp. xvii, 374; 85. Text, $5.00; suppl. $1.25; 
combined $5.75.) 

Compared with books on the principles of insurance that have been pub- 
lished in the last few years, the text under review is not long. It is shortened 
in part by the use of a supplement on policies and forms, which contains the 
usual fine print that so frequently is rearranged and appears in much larger 
type in a textbook. One apparent advantage of this scheme of publication is 
that the supplement could be reprinted to take advantage of recent alterations 
in the policies and forms as well as the addition of new contracts. 

The authors had in mind the desirability of providing a text that could be 
covered in one semester and that would still leave time for a reasonable 
amount of discussion. This has been achieved. It was apparently also the 
purpose to emphasize practical insurance knowledge that should be in the 
mind of the buyer to enable him to appraise intelligently proposals for in- 
surance that are brought to his attention. The authors have supplied a reason- 
able amount of information of this sort, both expository and critical in nature. 

A text that is shorter than competing books obviously must involve a 
selection of alternative fields, or of areas to be lightly treated or completely 
omitted. Compared with some of the other standard works, this book treats 
the history of insurance much more briefly and the same can be said for the 
economics of risk and insurance. Types of insurance carriers are treated com- 
pletely by name but incompletely as far as details of comparison are concerned. 

Practically all of the common forms of insurance that the average buyer 
would be interested in procuring are discussed. This is true not only with 
respect to individual purchases, but group contracts and social provisions as 
well. For example, group, business, and servicemen’s life insurance are dis- 
cussed, but in a space of ten pages. Accident and health insurance, including 
Blue Cross and related types are covered in approximately ten pages. Social 
insurance is discussed in approximately ten pages. Regulation of insurance is 
treated incidentally, partly in the introductory section of the book and in 
some of the following chapters. This treatment would likely be considered 
inadequate for providing a reasonable understanding of the philosophy, 
purposes, and techniques of governmental control of the insurance industry. 
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Little or no explanation is provided on the technical side of insurance rates 
and premiums. 

The book is definitely designed to be used at the introductory level and 
especially by those who wish a beginning and terminal consideration of the 
field of insurance. It is not designed as a reference text. 

Erwin A. GAUMNITZ 

University of Wisconsin 


Public Finance 


Housing Taxation. By WattER A. Morton. (Madison: University of Wis- 
consin Press. 1955. Pp. x, 262. $4.75.) 


This valuable study deals with some of today’s most important economic 
problems. Both the housing and the taxation aspects of the subject are treated 
with a competence that justifies recommendation of thi- volume to profes- 
sional economists, and to many others. Some of the content will be familiar to 
the general economist, and more to specialists in public finance. Yet both 
groups will find new materials, and others will benefit from a practical and 
critical integration of economic theory—both macro- and microeconomics— 
with a variety of data on housing and related problems. 

The opening analysis of the tax element in housing costs concludes that the 
average is about 25 per cent. This is substantially more than is inherently 
necessary (and equal to a general sales tax of about 10 per cent). It is large 
enough to influence the pattern of consumer choice of housing in relation 
to other items of consumption, especially among the lower-income groups. The 
author next relates this finding to the economics of housing construction. He 
emphasizes a significant fact; the unit cost of providing housing space (cubic 
or even the square-foot content of a structure) declines with size. The larger 
the house or individual apartment, the lower the construction cost per unit 
of space. Size brings real economies; yet taxes, by increasing cost to the user, 
tend to lead us to occupy (build) smaller units. On welfare grounds, there- 
fore, the property tax must be condemned more severely than has been cus- 
tomary. Unfortunately, the sophistication of this analysis may be lost on those 
whose decisions count most. Morton then proceeds to explain the apparently 
indispensable role of property taxation in local government finance. 

A discussion of tax capitalization surpasses most such treatments; it 
distinguishes, for example, between the burden on new buyers (capitalized) 
and that on the economy (borne out of current production). Can this country 
devise ways to recoup by taxation those elements of pure economic rent which 
will develop (perhaps on a large scale) as our population increases? The 
author, recognizing practical problems, finds little prospect of easing tax 
loads on building by adding relatively heavier burdens on land. He enlarges 
the usual treatment of shifting, incidence, and capitalization by showing 
differences between resu!ts during full employment and periods such as the 
1930’s. In the latter, he demonstrates, the tax on buildings tends to depress 
the economy by discouraging investment. 

One merit of the study is a serious attempt to compare the property tax 
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with alternatives. On the basis of reasonable assumptions and detailed 
analysis of (a) specially collected Wisconsin data of the 1930’s—the latter 
relating actual property taxes and income for 8,600 homeowners—and (b) 
spending data of the Consumer Purchases Study, 1935-36, the author con- 
cludes that the property tax is more regressive than a sales tax. This finding 
when considered with the earlier conclusion that the property tax is high 
enough to distort consumption and economic activity away from housing, 
leads to a major policy recommendation. The author urges that we try with 
more determination and imagination to find methods of meeting financial 
needs of local governments in ways that will permit property tax reduction— 
as soon as the economy has resources which can be made available for more 
construction. He concludes with a chapter which surveys this highly complex 
problem and finds room for hope in various suggestions, such as proportional 
local income taxes. 

The general analysis appears sound, but, as the author recognizes, many of 
his data are anything but current. I find throughout the volume many pro- 
vocative observations. Among the few with which I disagree is the uncritical 
acceptance of the common view that large cities suffer because suburbanites 
do not bear their appropriate share of costs of local government. Others may 
with justification find more, or more serious, points of disagreement than I for 
some of the issues are controversial and some of the argument sophisticated. 
Yet on its merits this study should have a wide audience within, but also 
extending well beyond, the economics profession. 

C. Harriss 

Columbia University 


International Economics 
Trade, Aid or What? By Wrttarp L. Tuorp. (Baltimore: Johns Hopkins 
Press. 1954. Pp. xi, 224. $4.50.) 

Being a stylist of the first rank, Professor Thorp has written a book that 
comes to life. In it he has succeeded ‘n reproducing the excitement of lively 
discussion and in making an important contribution to the recent series of 
small but distinguished works on international economic policy. The selection 
of questions raised for discussion, the balanced formulation of controversial 
issues, and the relevant application of theory to practice, make the reading of 
this book an absorbing and rewarding experience. The reviewer has had occa- 
sion to use it with commendable results as supplementary reading for courses in 
international economics. 

Thorp prefers to call this book a report based on discussions of a conference 
on international economic policy which was held at the Merrill Center for 
Economics, It is more than that. The conference itself (which the reviewer 
attended) lasted for a period of eight weeks and was attended by forty-five 
conferees, among whom were eminent economists from a number of countries. 
Virtually all the well-known international and many outstanding national 
economic agencies were unofficially represented. The sessions were divided into 
three main categories dealing with commercial policy, exchange policy, and 
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foreign investment policy. It was the responsibility of each group to settle the 
problems within its area which it wished to discuss. Individual conferees in 
turn briefly introduced specific aspects of the problem, and general discussion 
followed. A summary record was kept. In addition to the conferees, fourteen 
guest speakers led discussions on particular subjects. With the assistance of 
several conferees in organizing and preparing these materials, Throp produced 
this book. 

He writes, however, from the vantage point of his many years of experience 
as former Assistant Secretary of State for Economic Affairs. In effect, his book 
is a searching appraisal of the practical complications of United States domes- 
tic policy and its relation to the functions of internationai organizations. Re- 
garding the policy-making process, Thorp points out that economists may 
make more concessions to political reality than would the political experts 
themselves, if they were given a full understanding of the problem and of the 
appropriate technical solution. While noneconomic considerations always play 
an important role in policy decisions, he agrees with other economists who 
have had much practical experience, that the responsibility of the economist, 
qua economist, ends when he has brought into the policy-making process the 
economic facts and the economic objectives which are relevant to the problem 
under consideration (pp. 21-22).* 

The first five chapters of the book deal with commercial policy in the 
broadest sense. The great postwar disequilibrium is analyzed in terms of long- 
run structural maladjustments and short-run monetary, fiscal and exchange- 
rate policies. The argument is well peppered with data on the distribution and 
terms of trade, including East-West trade. 

Thorp is doubtful whether there are generalizations of universal validity 
which can be properly applied to all countries with respect to the use and 
abuse of direct foreign trade controls (p. 52). Though a large part of the war- 
time controls has been discarded, he notes that the trend of the twentieth 
century towards more and more government plarning and responsibility has 
not been reversed. Domestic policies directed to maintaining full employment, 
to supporting agricultural income, or to encouraging foreign investment, all 
have a strong influence upon the nature of the adjustments which can be 
made to improve the trade and payments structure. Such are the considera- 
tions, says Thorp, which are involved in the use of modern controls; any 
notion that they can easily be eliminated is nonsense. He stresses, however, 
the considerable agreement among the conferees that general and impersonal 
fiscal and financial instruments are muc> to be preferred to those specific 
controls which attempt, on the basis of individval human judgments by con- 
trollers, to discriminate in the treatment of individual producers or consumers. 

Thorp then proceeds to suggest various types of controls that might be pre- 
scribed according to the political and social conditions and discipline of the 
country in question. Research along these lines is long overdue, especially as 
it relates to the reconciliation of external and internal adjustments to rapid 
technological change. 


* Cf. also Jacob Viner, “International Trade Theory and Its Present Day Relevance,” 
in Economics and Public Policy (Washington, 1954), pp. 121-22. 
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The reviewer finds Thorp’s discussion of East-West trade provocative. After 
trac’. y and analyzing its postwar reduction in volume, Thorp concludes that 
at 1u..-employment levels, the physical replacement of goods previously pur- 
chased in Eastern Europe need not involve a difficult adjustment for the West. 
He rightly emphasizes that it can be made only if corresponding changes are 
instituted in the markets to which Western Europe has access—in particular, 
the United States. Thus the increased dependence of Western Europe on 
America in the postwar period is regarded to be largely a reflection of its 
difficulties in obtaining supplies from other parts of the world. It is further 
argued that the decline in East-West trade has been an important factor 
causing the terms of trade to turn against West:rn Europe; and that this may 
be a long-term trend. Regardless of the projection, recent events appear to 
confirm one aspect of Thorp’s analysis, viz., Western Europe may find it 
increasingly more difficult to obtain on favorable terms agricultural supplies 
from Eastern Europe. The rapidly increasing population in Soviet cities, as 
compared with the slowly rising agricultural output in the Soviet Union, will 
in all probability produce pressures in favor of agricultural terms of trade 
both in the U.S.S.R. and in the countries within its orbit. One may even 
expect the Soviet Union to become an importer of food. 

In the last five chapters of the book, Thorp deals with exchange-rate policy 
and the interrelated problems of foreign investment and economic develop- 
ment. The analysis is remarkable for its tolerance on extremely controversial 
issues. It would be surprising indeed if in so vast a field readers were not to 
find points of disagreement. The reviewer can do little more here than draw 
attention to some of the major issues raised and conclusions reached. 

As to Trade, Aid, or What?, Thorp considers the problem to be: how to 
make it possible to reduce aid and eliminate discriminatory trade restrictions. 
He regards it as absolutely essential that the United States admit manufac- 
tured goods more freely. “Much of the tariff reduction under the Reciprocal 
Trade Agreements program,” he writes, “may well have been more apparent 
than real in that there was excessive protection to start with and, even after 
reduction, the tariffs may have been high enough to afford ample protection” 
(p. 89). Despite the fact that United States tariffs have been substantially 
reduced, a recent tabulation not covering the entire tariff list notes 138 items 
for which the tariff rates are over 60 per cent on an ad valorem basis. 

Thorp recommends policies whereby the United States should buy more 
from or lend more to primary producing countries. While the immediate effect 
on other industrial countries would be less advantageous, he believes that 
their chance of finding a market for their manufactures would probably im- 
prove, particularly if it might be possible for the primary producing and in- 
dustrial countries to work out a basis for mutual trade that would allow 
industrialization to proceed in the underdeveloped countries without prevent- 
ing the steady growth of an export surplus in primary products. He demon- 
strates, however, that the commercial policies of underdeveloped countries are 
often successful in restricting international trade without providing any real 
advantage to their own economic development. 

Regarding regional arrangements, Thorp concludes that the adjustments 
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will never be sufficient to permit an unrestricted balance with North America 
if the barriers erected against dollar imports serve, not to give time for export 
potential to be created, but to create a high-cost area that cannot even stand 
up to competition in its own market, much less venture out and meet competi- 
tion overseas. 

Since the problems of trade and payments which have emerged in the post- 
war world are closely woven together, Thorp suggests that a high-level com- 
mittee be established to coordinate the policies and activities of GATT and 
the International Monetary Fund. He further maintains that only by group 
action can rules be set up which will define the appropriate uses of restrictive 
controls within the broader interest of the world economy. 

He is well aware that there is no magic in international organizations per se. 
He points out major cifficulties which limit their usefulness in developing new 
lines of policy. However, they may be helpful in coordinating and carrying 
out agreed policy decisions. But, as Thorp observes, an international organiza- 
tion is essentially an organization of governments. Considering the complica- 
tions of domestic policy, one gets the strong impression from reading this book 
that if the United States is to maintain an effective position against special 
interests and politics in the field of economic foreign policy, a primary requi- 
site is a forceful executive. 

Thorp’s book may serve as a useful guide to businessmen and government 
officials as well as to students. It reveals the range of basic professional agree- 
ment without skirting controversy. Since the book is exemplary of the work of 
the Merrill Center for Economics, it is to be hoped that the institution will 
continue its annual conferences. 

J. M. Leticue 

University of California, Berkeley 


L’ Equilibre économique international—nouveaux aspects de la théorie. By J.- 
S. Barnérias. (Paris: Lib. Armand Colin. 1952. Pp. 223.) 

This book, which is one of a series of postwar social science studies pub- 
lished under the sponsorship of the Fondation Nationale des Sciences Poli- 
tiques, is a survey of modern developments in international monetary theory. 
Its subject is the problem of balance of payments equilibrium. On this topic 
it sets fo. th the main theoretical developments of the past thirty years to be 
found in the writings of English, American and Scandinavian economists. 

Although most of its pages are devoted to summarizing with sparkling lucid- 
ity the writings of others, Mr. Barnérias’ work is not a loosely woven com- 
pendium, It is, rather, a well-integrated synthesis. The author is careful to 
make explicit the assumptions underlying the various theoretical models which 
he elaborates; he introduces each topic by explaining briefly the historical 
setting of economic events which led to innovations in theory and doctrine; 
finally, on controversial issues of policy, Barnérias, before expressing his own 
preferences, states both the merits and the shortcomings of alternative courses 
of action. The book, in short, is better integrated than a compendium, livelier 
and more controversial than a treatise and more balanced than a tract. It is 
not intended for specialists. For other readers it provides an admirable intro- 
ductory survey of the literature of recent decades. 
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Part I deals with the interactions between national income and the balance 
of payments, and includes extended summaries of Machlup’s and Meade’s 
models. The analysis proceeds under the assumption of fixed exchanges, con- 
stant prices, a constant rate of domestic investment and a given consurnption 
function. Under these assumptions the whole burden of balance of payments 
adjustment is borne by variations in real income and employment, and adjust- 
ment to external disturbances is shown to be incomplete unless the direct 
income effects produced by shifts in the balance of payments are reinforced 
by domestic fiscal and monetary measures. 

After pointing out the incompatibility, under a regime of fixed exchange 
rates, between external equilibrium and domestic policies directed towards 
full employment and price level stability, the author proceeds to consider, in 
Part II, the possible role and effectiveness of flexible exchange rates and, in 
Part III, commercial policy measures—tarifis and subsidies, quotas, exchange 
restrictions, bilateral and regional discrimination—as alternative mechanisms 
of adjustment. 

In his analysis of flexible exchange rates, Barnérias, after evaluating both 
Cassel’s purchasing power parity doctrine and Nurkse’s formulation of the 
balance of payments criterion of exchange rate equilibrium, considers the 
effects of fluctuations in rates on both current and capital accounts. Since he 
accepts the recently fashionable view that the relevant elasticities of demand 
are low, at least in the short run, and thinks that capital movements are likely 
to be dominated by destabilizing speculation, he does not regard rate fluctua- 
tions as a suitable instrument for effecting short-term adjustment. Adjust- 
ments in exchange rates, he concludes, should be resorted to only infrequently 
and as a means of correcting “fundamental,” i.¢., persistent, disequilibrium; 
in this rile such adjustments may be fairly effective, since long-run elasticities 
of demand are greater than short-term elasticities. 

In the judgment of this reviewer, there are several weak links in this 
argument. Barnérias accepts too uncritically Chang’s statistical findings with 
respect to short-term demand elasticities. His view that the effects of devalua- 
tion are likely to increase with passage of time seems to overlook the gradual 
impairment of its effectiveness through domestic inflationary pressures which 
may be induced in the devaluing country. Finally, as postwar experience has 
shown, speculation is especially stimulated under a monetary system where 
rates are both narrowly pegged and subject to occasional, abrupt adjustment 
of the peg. It appears to this reviewer that, in a world in which changes in par 
values are accepted as a method of meeting “fundamental” disequilibrium, 
considerably more leeway is needed for short-term fluctuations in rates around 
any existing set of parities than is permitted today. 

The main burden of Barnérias’s treatment of flexible exchanges is to stress 
the limitations of this method of adjustment. Having also excluded the con- 
traction or expansion of money incomes as a means of restoring external equi- 
librium, he feels it necessary to leave some role for commercial policy in the 
adjustment process. Here his treatment of discrimination plays a key part. 
Barnérias expects no repetition of the American depression of the ’thirties. He 
believes, nevertheless, that even in a world free of pronounced cyclical insta- 
bility and untroubled by wars and threats of war, the tendency of world trade 
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and payments would be toward substantial national surpluses and deficits in 
external payments. Although acknowledging that, under equilibrium condi- 
tions, multilateralism is preferable to discrimination, he points out, using 
Frisch’s trade matrix analysis, that in a world tending toward surpluses and 
deficits, the restriction of the volume of world trade can be minimized through 
a proper program of discrimination. Barnérias recognizes both the dangers 
of uncoordinated national or bilateral actions and the difficulties of effective 
international regulation. On balance, however, he seems to favor the use of 
regional blocs, such as the European Payments Union, as a coordinating mech- 
anism. He hopes that membership in such blocs can be gradually widened to 
the extent that international payments conditions improve. Although dis- 
crimination must be applied with restraint, full convertibility and multilateral- 
ism in commercial policy are a distant goal to be approached only gradually 
and with great caution. The reader may wish that Barnérias had compared 
regional discrimination with exchange rate adjustments as alternative methods 
of correcting the chronic tendencies towards disequilibrium which he antici- 
pates. 

Although he avoids extreme positions, Barnérias’s views seem to reflect the 
experience of the interwar years rather than of the period since the second 
world war; in this respect they are consistent with the main emphasis of the 
writers dealt with in his survey. The approach is predominantly aggregative, 
and little attention is given to the need for structural flexibility as an element 
in a continual process of dynamic adjustment. The avoidance of deflation is 
regarded under all circumstances as an absolute; the problem of inflation is 
not much considered. Tendencies toward disequilibrium are viewed as some- 
what intractable, and the efficacy of market forces in promoting adjustment 
is judged to be rather weak, at least in the short run. In all these respects the 
postwar experience seems recently to have induced some changes in fashion in 
professional thinking. This reviewer confesses to a belief that domestic eco- 
nomic stability may prove to be more nearly reconcilable both with fairly 
stable exchange rates and with an approach towards multilateralism in world 
trade than interwar experience would suggest—provided means are found, 
perhaps through some variant of the original Keynes Plan, for supplementing 
the present, inadequate base of international monetary reserves. Although per- 
haps overstressing the difficulties of the problem of external adjustment, 
Barnérias’s work provides a comprehensive and excellent introduction to this 
subject. 

EMILE DESPRES 

Williams College 


L’Europe sans rivages. By Francois Perroux. (Paris: Presses Universitaires 
de France. 1954. Pp. vii, 668.) 

This is a voluminous book which contains much valuable information but 
is not easy to read. The author attempts to establish what Europe’s place, 
particularly that of Free Europe, should be within the framework of the 
present political and economic situation of the world. He first discusses at 
length Europe’s economy at the beginning of the twentieth century, European 
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economies during the interwar period, and finally, European economies as 
they are at present, confronted with the two dominant powers, the United 
States and the Soviet Union. 

The author points out that Europe never has been an economic unit. Before 
1914, the economies of Germany and Great Britain were dominant and dy- 
namic whereas he considers the rest of Europe rather stagnant. In the first 
world war, the European nations lost the fruits of intelligent efforts of half a 
century. The peace treaties did not provide a solid basis for cooperation 
toward development of Continental Europe. Nobody proposed “a European 
project.” In the second world war, Europe had to be saved by a world strategy. 
However, the effects of the war changed profoundly the economic position of 
Europe; and Europe was split in two parts-—Free Europe and Soviet-domi- 
nated Europe. Not many foresaw in 1945 this split and its economic conse- 
quences for Europe. ; 

In the next part of the book, Professor Perroux analyzes the economic im- 
portance of the Eur-Atlantic orbit, particularly of the United States as the 
dominant power, Great Britain and the British world, and finally, he deals 
with the Atlantic Alliance and Atlantic Community. Similarly, the Eur-Asiatic 
orbit, which includes the Soviet Union, the satellite states and extends to Asia, 
is examined. Figures are given of the production of important commodities in 
these two orbits, showing their relative strength. 

The book deals then with Free Europe and also compares the economic data 
for the United States, the Soviet Union, the United Kingdom and Western 
Europe. At the beginning of this chapter, the author states that Europe of the 
past was a world event and Europe of the future can only be a project and a 
task undertaken on a world scale. Any European project is manifestly a world 
project. 

The author discusses in great detail the various attempts to integrate the 
European economy and this reviewer agrees with his opinion that in the long 
run, world conditions will decide any integration of Europe. The author 
discusses the three approaches toward economic integration of Europe. He is 
right in pointing out that a customs union is a survival of an epoch of a 
different economic structure and that it would be better to establish a central 
supranational agency than to discuss a customs union. 

Perroux is rather critical of the European Steel and Coal Community 
because the system is too complicated and it is impossible to denationalize 
the Ruhr. The Community is a mistake from the economic and poiitical point 
of view. Doubts are also expressed whether a similar approach could be used 
successfully in other fields, including agriculture and transport. 

The author is equally sceptical of a real integration of Europe achieved 
through a federation. In a federated Europe, even with one large market, the 
bank and industrial monopolies would not disappear but would flourish. 

A federation would also introduce protection against foreign competition 
perhaps to the detriment of expanding world trade. A new continental bloc 
thus formed would hardly be able to reduce the tension between the United 
States and the Soviet Union. Neither could it arbitrate conflicts between the 
two dominant powers. 
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By none of those measures taken to integrate Europe could the following 
problems be solved: The dollar gap, the solution of which requires an adjust- 
ment of the intercontinental disequilibrium; the development of the under- 
developed countries; and the normalization of trade with the iron-curtain 
countries. And without solving these problems, a new well-working world 
economy in which Europe could prosper could not be established. 

After sometimes tedious analysis Perroux arrives then at the following con- 
clusions: The only solution for Europe is a world policy and a world economy 
which would be organized by communities aiming at development and not by 
national states. 

A program of world-wide economic development open to all should be 
organized by the elite and people of the old and new Europe which would be 
opposed to war psychosis. An integrated Continental Europe would be a 
wrong solution, hardly effective in case of war and too weak to solve any 
problem of peace. There can be hardly any disagreement with this statement 
and his general conclusions. Many people had hoped that after the second 
world war a world policy of peace would be pursued and a working world 
economy established, including a program for world economic development. 

This would mean the ending of the cold war, the establishment of normal 
trade relations between the Free World and the Soviet bloc and Communist 
China, and joint efforts to promote economic development instead of spending 
so much resources on armament. 

But the question remains whether and how soon these lofty objectives 
might be achieved and also what Free Europe should do in the meantime. No 
further evidence is needed to demonstrate that an Economic Union of Western 
Europe, even including Great Britain, would not be self-sufficient and could 
not by itself solve Europe’s dollar problem. However, in recent years, various 
attempts have been made to improve the efficiency of the European economy; 
for example, Benelux, the European Payments Union and even the Steel and 
Coal Community. Some favorable results have undoubtedly been obtained. 

It seems to me that the author has been too critical and not constructive 
enough concerning the manifold efforts toward a partial integration of the 
Furopean economies. Keeping in mind the long-term objectives, one should not 
discourage steps which might alleviate various difficulties or improve the situ- 
ation in the meantime. This is particularly true as we all know that the present 
world economy is far from balanced: its pattern is changing, and it is most 
difficult to predict what pattern will emerge eventually and what will be the 
role of future Europe within it. 

ANTONIN BascH 

Washington, D.C. 


The Dollar Dilemma—Perpetual Aid to Europe? By Me.cutor Patyt. (Chi- 
cago: Henry Regnery. 1954. Pp. vii, 208. $2.75.) 

Palyi’s short polemic is as provoking as it is provocative. Much of his argu- 
ment will be received sympathetically by economists; all of it is presented in 
an irritating, rambling journalese. 

Palyi holds that Europe’s “dollar dilemma” is of domestic origin and will 
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be solved, if at all, by domestic measures. American aid has not contributed to 
sound development of foreign economies or to the deterring of communism. 
Rather it has subsidized socialistic planning, promoted irresponsible economic 
policies, postponed necessary measures and the evolution of appropriate atti- 
tudes, and threatened American strength. America’s basic responsibility is to 
cease all economic and military aid and thereby force the world “back to 
common sense and self-reliance” (p. 200). There is no discussion of the possi- 
bility that aid might have been appropriate at one time, say, prior to 1951, 
although less desirable now. 

Europe’s economic difficulties are identified proximately with adverse price- 
cost patterns vis-a-vis the United States. This situation, in turn, is not due 
primarily to inadequate capital equipment, lack of resources, or war-induced 
structural maladjustments. It is the fault of inflation, open or suppressed, 
which stems from many sources: weak or perverse monetary and fiscal policies, 
reliance on multitudinous direct controls and foreign aid, extravagant welfare 
projects and subsidies to special groups, and the development of a “security” 
and “depression-fear” psychosis. 

Palyi’s basic prescription is that nations should live within their interna- 
tional means and rediscover the price system. These are scarcely new princi- 
ples, although apparently Palyi would be both surprised and disappointed to 
learn that few economists reject them. 

Other conclusions asserted by the author will not be so readily accepted. He 
intimates that multilateralism and convertibility are compatible only with the 
gold standard; further, disequilibrating capital movements are an inevitable 
concomitant of freely fluctuating rates. This is highly dubious; certainly it is 
not proved by Palyi. Nor does he evaluate the principle of stable-but-flexible 
exchange rates underlying the International Monetary Fund. 

Devaluation, it is suggested, is an admission of “bankruptcy.” It is peculiar 
that such a vehement supporter of the price system should regard adjustment 
of the exchange rate—a price—as deleterious “economic hokum” (p. 173). On 
the other hand, he evinces little concern over the fluctuations in the level of 
economic activity which are the essence of adjustment under the gold standard. 

He has little enthusiasm for efforts to modify American trade barriers, And 
the trade-not-aid slogan “conceals half a dozen fallacies” (p. 167). Estimates 
are accepted that further reduction of the American tariff would not greatly 
help European exporters. Moreover, an increase in European exports would 
increase her imports by a greater value—following Kindleberger, perhaps, but 
the analysis is not presented. The “fluidity and flexibility” of American in- 
dustry is such that Europe cannot hope to compete without drastic internal 
reforms, social as well as economic. 

Although the book contains much illustrative material, the presentation is 
not rigorous. A curious omission is systematic balance-of-payments analysis. 
Generally the author seems to have in mind Machlup’s “program” balance of 
payments, but the treatment is ambiguous. 

People may reasonably differ on social goals and appropriate applications of 
the pricing mechanism. It is, however, difficult to be generous to an author who 
clothes his arguable conclusions and unyielding dogmatism in an intemperate 
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tirade. Much of the excesses in language is directed at “Keynesians,” who are 
usually unspecified and typically uncomprehended. 
R. ALLEN 
University of California, Los Angeles 


Economic Survey of Europe in 1954. By the Research and Pianning Division, 
United Nations Economic Commission for Europe. (New York: Colum- 
bia University Press. 1955. Pp. xii, 315. $2.50.) 

After two annual reports which emphasized long-term economic develop- 
ment, this issue returns part way to the approach of earlier surveys. Four 
chapters discuss current events and their 3-4 year backgrounds; two concern 
long-term problems. 

The chapter on the economic upswing in Western Europe since the Korean 
War gives especial attention to cyclical fluctuations in the output of several 
important commodities and contrasts the interrelations between agriculture 
and industry within countries. The result is some interesting comparisons 
among countries and commodities of the causes and effects of output changes. 
This chapter and the one on trade and payments suggest reasons for Western 
Europe’s insulation from the 1953-54 American recession in spite of a 10 per 
cent fall in the volume of U.S. imports. Some of these reasons are examples of 
necessary qualifications to the textbook international cycle propagation discus- 
sions. Among the reasons were: Europe’s better inventory position; the moder- 
ate extent of the fall in U.S. raw material imports; the stability of interna- 
tional raw material prices which prevented a psychological propagation of our 
recession and preserved incomes in primary-producing countries, thereby sus- 
taining their imports from Europe; U.S. defense-related payments abroad; 
and a fortuitous relaxation of third countries’ import restrictions which led 
to a rise in Europe’s exports. Little attention is paid to flexible monetary 
policy in protecting Western Europe from external events; however, there is 
a continued decline in criticism of free markets and of monetary policy. 

special attention is devoted to the rise in durable consumers goods purcha- 
ses in Western £urope in 1954. ECE laments that this caused very little 
increase in imports from underdeveloped countries and considers it as one 
more indication that the long-term trend of demand in Europe and the United 

States is to make the economically richer part of the world less dependent on 

imports from the poorer part. Surely it is the absolute level of American and 

European imports and not their proportion of GNP which is important in 

which case recent projections of U.S. imports by Aubrey in the May, 1955 

Papers and Proceedings, American Economic Review, and Schlesinger in the 

Staff Papers, February 1954, give no grounds for pessimism. 

A chapter on regional development and industrial location discusses and 
portrays statistically the disparities in the level of development of regions 
within the same country and is of interest to economic development specialists. 
Arguing that obstacles other than natural handicaps have deterred the growth 
of Western Europe’s depressed areas, the Survey recommends that they be 
given “more than their proportionate share of the most dynamic industries” 
with little regard to their factor intensity. This is urged in the interests of 
both the rich and the poor regions because it will ease the growing urban 
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congestion of the former by deterring immigration and will prevent the latter 
from falling behind in technical progress which would recreate the original 
disparities. The discussion of the effects of different rates of technical progress 
among regions would have benefited, at least by way of qualification, from the 
recent journal discussions of the balance-of-payments consequenees of growth. 
Government regional policies are discussed; one interesting conclusion is 
that central control is not necessarily the best. 

An individual chapter examines the stagnation of the French economy; the 
cause is found largely in a low rate of population growth which has reduced 
labor mobility and enhanced investment risks. The backwardness of French 
agriculture is explained in terms of regional disparities in the distribution of 
industry which in turn has implications for the unsatisfactory structure of 
French exports. The regional analysis is provocative but the exclusion of the 
French Union from the discussion prevents the reader from knowing if the 
ECE’s conclusions would differ if it were taken into account. 

Three chapters on the USSR and its European satellites present chiefly the 
details of the shift toward consumer goods and agricultural production and 
the expansion of trade which seems in part related to these internal changes. 
Following criticism of some of the data by the Soviet Union, changes appeared 
in the ECE Bulletin, May 1955. The foreign trade chapter includes an ex- 
tremely useful summary of the changing views of Communist officials on the 
role of international trade, and trade theorisis will be interested in the gains- 
from-trade discussion in extracts from a recent Hungarian article. 

WILson SCHMIDT 

George Washington University 


The International Economy. By WALTER Krause. (Boston: Houghton Mifflin. 
1955. Pp. viii, 434. $5.50.) 

As a result of the international commitments thrust upon the United States 
during and after the second world war, a certair. amount of interest in the 
basic undergraduate course in international economics has been aroused. This, 
along with new theoretical developments, has produced a number of new 
texts designed to meet the actual or potential increase in traffic in the first 
course. The textbook here under review is an addition to an already substantial 
list. The “product” is somewhat differentiated by the author’s emphasis upon 
“problems and policies,” with theoretical and historical materials ‘“subor- 
dinated to, or oriented toward, problems and policies.” It is designed for a 
one- or two-semester course for nonspecialists, many of whom can be expected 
to be majors in other than economics. 

There are five parts to the book. Part I, a short introduction, deals with why 
trade takes place and why it is important. Part V discusses in summary fashion 
the matter of conflicts of national interest in their domestic and international 
aspects. The bulk of the book is in Parts II to IV, which consist respectively 
of: a largely theoretical treatment of the balance-of-payments and adjust- 
ment mechanisms; a review of the various types of public and private con- 
trois over international trade and payments and their effects; and an examina- 
tion of some of the major problems in international trade and finance and 
how they are being handled. 
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The author’s conviction that the first course in international economics 
should be nontechnical is one that this reviewer shares. The basic course 
should do an important service job for other departments; students in interna- 
tional relations, history and political science should get their international 
economics in the economics department instead of as an addendum to a course 
in international organization, American foreign policy or diplomatic history. 
Unfortunately, many first courses in international economics seem almost 
deliberately designed to alienate the nonmajor, with the result that he is 
typically not even exposed to what economists have to say abvut international 
economic issues. Every instructor in the first course in international economics 
must be familiar with this problem, and will thus open Krause’s book at least 
with interest if not enthusiasm. 

To this reviewer the book is nevertheless somewhat disappointing. Many 
instructors will be dissatisfied with the almost complete lack of historical ma- 
terials, particularly in Part III and in the two chapters on economic develop- 
ment. This omission is all the more noticeable in view of the fact that more 
than one hundred pages are devoted to technical economic analysis—nearly all 
of Parts I and II and substantial sections in the balance of the text—despite 
the author’s statement that he intends to de-emphasize theoretical materials, or 
subordinate them to “problems and policies.” 

The organization of this text also seems somewhat defective. Part II which 
describes the major types of controls and Part IV which deals with problems 
and policies seem to overlap; an illustration is that materials on United States 
commercial policy are scattered about. The material in Part V on national 
interests seems to Lelong somewhere in Part IV. 

Two matters of emphasis should be noted. One is the author’s apparent 
skepticism as to the achievements of international economic cooperation; con- 
flicting national interest and difficulties in the way of effective international 
action are given far more attention. The other is the slight treatment of con- 
siderations of national security in the formulation of foreign economic policies. 

For a nonspecialist audience this book, while clearly written, seems some- 
what lacking in color. The text could have been made considerably more 
interesting by more forthright statements of the author’s own position on 
some of the questions raised—which can, incidentally, be inferred in most 
cases where not stated. 

A final criticism is that for a one-semester course the book seems somewhat 
inflexible in format, and for a full-year course the suggested readings at the 
end of the chapters are in many cases too difficult. 

This book will run into fairly stiff competition from the existing texts, most 
of which can be readily adapted to the type of course which Krause wishes to 
give. Even texts which are more “technical” can readily be supplemented with 
outside readings, such as the Randall Commission report and documents. 
Perhaps this book will have some usefulness as supplementary reading in sur- 
yey courses in international relations. But it is not likely to prove very attrac- 
tive for the first course in international economics. 


BERNARD GOODMAN 
Wayne University 
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Business Administration 
Industrielles Rechnungswesen. By SCHNEIER. (Tuebingen: J. C. B. 
Mohr (Paul Siebeck). 1954. Pp. xi, 223. DM 18.80.) 

As an economist Dr. Schneider undertakes the study of industrial costs 
from the point of view of economic theory. He investigates and studies the 
logic of practical procedures, and the validity of current academic thought in 
the matter. In comparative summaries Schneider states his theories and criti- 
cizes accepted theories. 

The author divides industrial costs into three classes. First, in Chapter 2 he 
discusses actual costs. Income determination for “external” uses is stressed. A 
discussion of periodic matching of revenues with expenses leading to report- 
able income follows the conventional modus operandi. However, working 
procedures familiar to the accountant are almost entirely avoided. Illustrations 
are reduced to formulas. 

In Chapters 3 to 6 he discusses the other two cost classes, namely estimated 
and/or standard costs on the job-order basis, and departmental budgetary 
costs, The principal theme of his investigation is the possibility of an accurate, 
efficient and workable theory for the allocation of production costs. The 
author states that such a theory is at present the central point of controversy 
in scientific discussions both from a national economic and industrial manage- 
ment viewpoint. 

Chapter 3 evaluates “internal” cost policies. Emphasis is placed on the 
necessary distinction between individual job-order and departmental costs with 
the accent on the latter. The charge is made in a later chapter, and we believe 
rightly so, that the professional literature generally treats individual depart- 
ments as “cost gathering” rather than “production” centers. The order, and 
not the department, is placed at the center of cost determination in practice 
and in contemporary literature. Schneider makes the point rather emphatically 
that costs should measure cepartmental efficiencies first. He states that the 
prevailing practice of using standards only for inventory valuation and vari- 
ance calculation (on the basis of units of production) is of only secondary 
importance. This thesis is more fully treated in Chapter 4, where the import- 
ance of three major functional divisions is developed. Departmental efficiency 
and not unit cost control is the focal point of inquiry. The direction is toward 
the supervision and efficiency of the purchasing, production, sales and genera! 
administrative departments. 

In discussing unit costs in Chapter 5, the author also takes a rather firm 
stand against the general use of direct labor cost as a basis for burden distri- 
bution. He states that an hourly and not a labor-cost basis is the only correct 
way for burden distribution where machines are a factor in the production of 
goods, The labor-cost basis has its roots in manual (trade) labor. Only a time 
basis gives effect to machine efforts. 

The last of the three cost classes (Chapter 6) requires a discussion of bud- 
getary control. It is here that Schneider develops his argument for functional 
control, and against a group of expenses generally known as “fixed” costs. His 
reasoning about the general misconceptions of this so very essential group of 
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costs is so persuasive that, it would seem, further inquiry is warranted. He 
maintains that the theory of fixed, as contrasted to variable, expenses is a 
myth. Management decisions influence all costs. Fixed costs are not “auto- 
matically” fixed. Man is behind all ef:urts. Management should not hide its 
own mistakes behind this “fixed cost” curtain. Even here efficiency should be 
measured. 

Emphasis is also placed on prevalent misconceptions regarding idle capacity 
costs which, the author states, depend on management decisions formulated at 
the beginning of the control period. Different planning brings about different 
idle capacity costs. Therefore, these costs are a separate period cost, control- 
lable as all other costs, on a functional basis. The effect of all planning should 
be to direct the national economy into the most efficient production channels. 

The coup de main, however, is reserved for Chapter 7 where fixed cost 
theories and their related problems are criticized. Various outstanding experts 
in their fields, among them Schmalenbach and Schlatter, receive a critical 
review of their views and of the use of “fixed” costs. 

The field of inquiry is well outlined, the thesis is well established. Schnei- 
der’s critical analysis is before the reader throughout. His aim of provoking 
thought is always in sight. To the very end the text is informative and stimu- 
lating. The challenge for further scientific research and investigation of the 
currently accepted price policy and cost determination reaches beyond the text 
itself. 

The author quotes extensively from American, English, Danish and, of 
course, German publications. His critical analysis of controversial points de- 
serves attention of economists and industrial management engineers. As stated 
in his “preface” the text under review is not an arm-chair reader. Each page 
requires concentrated study and “the reader has to calculate each example with 
pencil in hand.” The text is particularly suited for study by the professions 
other than accounting as it meticulously avoids references to and the use of 
debits and credits, the language and tool of the accounting profession. For that 
reason economists, engineers and students of industrial management should 
welcome this book. 

R. W. BERGNER 

University cf Detroit 


The Balance Between Centralization and Decentralization in Managerial Con- 
trol. Edited by J. J. Krutsrnca. (Leiden: Stenfert Kroese. 1954. Pp. 118. 
f. 9,00.) 

This book consists of the proceedings of a study conference on the occasion 
of the 40th anniversary of the Netherlands School of Economics at Rotterdam. 
The conference brought together well-known experts in the field of managerial 
control from throughout Europe and the United States. Their contributions to 
the conference are published in this book. 

The general organization of the book, following an introductory section, 
follows: (1) The Balance betweer Centralization and Decentralization in 
Managerial Control, (2) Centralization versus Decentralization in Private 
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Enterprise, (3) Centralization versus Decentralization in Government Organi- 
zation, and (4) The Human, Psychological and Social Aspects Connected with 
the Problems of Centralization versus Decentralization. The contributors in- 
clude E. F. L. Brech of England, whose organizational works are well known 
in the United States; Ernest Dale, whose recent studies with the American 
Management Association have received wide acceptance; H. J. van der Schroeff 
and W. Vonk, on private enterprise control; J. R. Simpson, R. Gregoire and 
D. Simons on government control; G. L. Lippitt on human relations aspects; 
and on psychological aspects, J. van Vucht Tijssen and H. W. Ouweleen. 

It is doubtful if another comprehensive work is available on the subject of 
centralization and decentralization. Usually this subject is treated as a part of 
a more extensive work on the general subject of organization and manage- 
ment. As an example, the very complete text, Fundamentals of Top Manage- 
ment by R. C. Davis scatters these materials throughout several chapters on 
responsibility, authority, accountability and the line and staff organizations. 
Similar treatment of centralization and decentralization appears in other 
leading organization and management texts. Kruisinga’s book brings together 
materials that one might otherwise find only by using several books. 

The subject appears to be treated comprehensively, from both a functional 
and an institutional standpoint. The materials are interestingly presented in 
not too academic a tone, and are supplemented by appropriate anecdotes. To 
this reviewer, Dale’s article was particularly interesting. 

The general consensus of the contributors is that the subject of centrali- 
zation and decentralization is an area of managerial control in which there is 
no sharp differentiation between different methods of control. They conclude 
that there is a need for balancing an adequate amount of both centralization 
and decentralization. This requires a careful implementation of policy and 
procedural work together with good human relations from the top to the 
bottom of the organization. The writers in the human relations and psycho- 
logical sections emphasize the need to consider the human element in any 
plan of centralization or decentralization. One suggests a team approach to 
this phase of managerial action, perhaps utilizing economists and other social 
scientists. 

One suggestion especially interesting to this reviewer was that usually when 
we consider the appropriateness of centralized or decentralized managerial 
control in a specific situation, we are dealing with an existing organization, not 
setting up a new one. This suggests a more consultative approach to the prob- 
lem, including active participation by subordinates, than would be demanded 
if a wholly new organization were being evolved. The problems of implement- 
ing any scheme of centralization or decentralization are discussed in several of 
the articles. 

This is a worth-while addition to the library of any management student or 
practitioner. It will be of interest to anyone who wants to learn more about 
the managerial problem of centralization and decentralization. 

James H. 

The Ohio State University 


| 


1008 THE AMERICAN ECONOMIC REVIEW 


Industrial Organization; Public Regulation of Business 
Regulating Business by Independent Commission. By MARVER H. BERNSTEIN. 
(Princeton: Princeton University Press. 1955. Pp. xi, 306. $5.00.) 

Professor Bernstein’s study seeks to analyze the pros and cons of the firmly 
established use of independent administrative commissions for the regulation 
of economic affairs, and to appraise the performance of these regulatory 
agencies. The analysis is confined to government regulation at the national 
level, and it purports to embrace the experience of the Interstate Commerce 
Commission, the Civil Aeronautics Board, the Federal Power Commission, the 
Federal Communications Commission, the Federal Trade Commission, the Na- 
tional Labor Relations Board, and the Securities and Exchange Commission. 

About one-third of the study is largely historical in character. It is devoted 
to tracing “the intellectual development” of the regulatory movement since 
1887, and to identifying the phases of gestation, youth, maturity, and old age 
in “the life cycle” of these independent regulatory commissions. Some specific 
aspects of commission regulation are then examined. They include the problem 
of expertness in personnel and its effects upon the commissioners; the issue of 
the nature and scope of the independence and responsibility of the commis- 
sions in relation to developing regulatory policy in the public interest; some 
problems of regulatory practice, with special reference to the traditional em- 
phasis upon judicial methods; the so-cailed “politics of adjudication,” with 
primary consideration of the character and limitations of the Administrative 
Procedure Act; and the tasks involved in securing compliance with or enforce- 
ment of the administrative regulations. The concluding two chapters deal, 
respectively, with the author’s approach to the regulatory process, which 
purports to be based “squarely on the realities” of administrative regulation, 
and with the author’s final appraisal of regulation by independent commission, 
which rounds out the negative verdict found throughout the book that these 
commissions “have not been satisfactory instruments of governmental regula- 
tion of business” (p’ 294). 

The foregoing brief résumé, largely couched in the author’s own terms, may 
convey an erroneous impression of the contents of the volume and of the evi- 
dence adduced in support of its conclusions. While the seven major federal 
commissions previously designated would seem to be encompassed by the ar- 
alysis, only scattered refereiices to one or another of these agencies are to be 
found, by way of illustration at one point or another, rather than any sys- 
tematic or extended treatment of them as a basis for appraising the agencies 
individually or as a group representative of commission regulation. Neither 
in the historical nor in the analytical portion of the stud) is there any presen- 
tation even remotely approaching adequacy for purposes of evaluation, of the 
nature of the economic problems that gave rise to each of the commissions, of 
the legislative history of the governing statutes, of the powers conferred upon 
the administrative agencies, of the standards established for their guidance, of 
the range of their activities, or of the actual effects of their performance. 

While it is conceded that “the independent commission is still recognized as 
the type of government agency most appropriate to the exercise of regulatory 
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responsibilities that call for expertness, freedom from political pressures, stabil- 
ity and continuity of policy and judicialized procedures” (p. 250), adverse 
judgments of commission regulation are repeatedly expressed throughout the 
course of the study, often in rather unrestrained fashion, despite the almost 
complete absence of relevant factual material and the admittedly controversial 
character of the issues. A few illustrations will suffice: “Advocates of commis- 
sions have been victimized by a naive notion of reform, by a lack of sophistica- 
tion in political theory, and by a tendency to isolate regulatory matters from the 
general context of political and social problems” (p. 126). “The history of 
federal commissions documents the forlornness of the hope that the public 
interest can be discovered best when a regulatory commission concentrates its 
attention upon the affairs of a single industry or a group of closely related 
industries” (p. 157). “The weight of evidence suggests strongly that the com- 
mission form has failed to develop its presumed advantages” (p. 250). And 
finally: “The persistence of myths about the qualities of independent com- 
missions endangers the achievement of effective regulation of business in the 
public interest. Commissions have proved to be more susceptible to private 
pressures, to manipulation for private purposes, and to administrative and 
public apathy than other types of governmental organizations. They have 
lacked an affirmative concept of public interest; they have failed to meet the 
test of political responsibility in a democratic society; and they tend to define 
the interests of the regulated groups as the public interest. The effectiveness 
of regulation of business by commission hangs by a thin thread. As a method 
for ordering economic relations in society short of governmental ownership and 
operation, it has not proved itself” (p. 296). 

The principal evidence presented in support of the author’s position, for 
buttressing the mere expression of opinion, consists of the like views of a 
considerable number of other political scientists who in recent years have 
been critical of the status of the independent regulatory commissions. The 
crucial defect, it is asserted again and again, lies in the “independence” of 
these agencies—in the very characteristic which has traditionally been deemed 
to be indispensable to the maintenance of fair and effective regulation. Regu- 
Jation, the argument runs, is an intensely political process; and the freedom 
of these commissions from executive control, particularly from that of the 
President, removes them from the influence of prevailing social, economic, and 
political forces, and attenuates their responsibility for the furtherance of the 
public interest. But Congress and the President are fully empowered to fashion 
the basic regulatory policies, in conformity with established political processes, 
and they have done so in connection with all of the regulatory commissions 
during the course of more than two-thirds of a century. The independence of 
the administrative agencies is sought to be maintained only in the application 
ot existing statutory requirements or legislative standards to the special facts 
of particular situations subject to investigation or decision. It is true that the 
regulatory commissions are clothed with vast grants of administrative discre- 
tion; but these agencies maintain public records of their determinations and 
submit an annual accounting of their stewardship to the Congress, so that 
undue identification of the public interest with that of the regulated indus- 
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tries, or any other tendency which runs counter to the demands of the pre- 
vailing political climate, is subject periodically to such alteration as is deemed 
by the representatives of the people to be necessary or desirable. Since the 
existence of the regulatory commissions, the character of their personnel, the 
scope of their jurisdiction, the sweep of their powers, and the extent of their 
financial support are all subject to political determination, the assertion that 
they lack responsibility and operate in isolation appears to spring from 
questionable political theory. 

While there are many directions, as pointed out by the author, in which 
greater effectiveness in administrative performance may appropriately be 
sought, no promising alternative to the independent regulatory commissions 
has emerged, and there is every likelihood that loss rather than gain would 
result from altering their underlying structure. 

I. L. SHARFMAN 
University of Michigan 


Business Concentration and Price Policy. A Conference Report of the Univer- 
sities-National Bureau Committee for Economic Research. (Princeton: 
Princeton University Press. 1955. Pp. x, 514. $9.00.) 

This volume contains twelve papers with commentaries discussed at the 
June 1952 Conference on Business Concentration and Price Policy sponsored 
by the Universities-National Bureau Committee for Economic Research. The 
contributions have not the homogeneity of subject matter which the title sug- 
gests; and their detailed treatment of a wide range of topics makes the book 
a reviewer’s nightmare. Since it has a built-in critique in the comments on 
each paper by distinguished men, no evaluations will be attempted here. 

Maxwell Conklin and Harold Goldstein discuss the principles of classification 
underlying the Census of Manufactures on which most generalizations about 
concentration are based. Measures of concentration are then examined by 
Gideon Rosenbluth, who also presents evidence indicating that the share of 
output accounted for by the four largest firms in manufacturing industries is 
generally greater in Britain than in the United States. Tibor Scitovsy in a 
short paper, “Economic Theory and the Measurement of Concentration, ’ con- 
cludes that the little help afforded by theory is “largely negative.”” Comment- 
ing upon Scitovsky’s call for better indices of concentration, Carl Kaysen 
argues that “more sophisticated and precise measures than those provided by 
any one-parameter summary of the size distribution of firms’ sales are not 
worth the trouble of definition and computation.” 

Continuing the discussion of measures of monopoly and concentration, John 
Perry Miller doubts the significance of concentration ratios as either a tool of 
analysis or a guide to policy. Jesse Markham provides an excellent monograph 
on the literature relating to mergers from 1890 onward. His conclusion that 
mergers in recent years have not perceptibly altered concentration ratios is 
challenged by George Stocking and Walter Adams who contend that in the 
absence cf combination some substantial declines in industrial concentration 
might have been recorded. Caleb Smith discusses the interpretation of empiri- 
cal evidence relating to economies of scale. John Lintner and J. Keith Butters 
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review their previous work on recent mergers, concluding that the tax struc- 
ture has probably provided a slight stimulus to combination. 

In the most controversial paper in the volume, M. A. Adelman proposes two 
measures of vertical integration—the ratio of inventory to sales and the ratio 
of income to sales. Applying these tests to various data, he reaches the arrest- 
ing conclusion that in particular industries the largest firms are not indis- 
putably more vertically integrated than their somewhat smaller rivals; and 
that the economy evidences no discernible trend toward more vertical integra- 
tion. Irston Barnes politely questions the validity of Adelman’s two measures. 

In the next section, Corwin Edwards permits the reader, groggy from 330 
pages of data and admonitions against their misinterpretation, to come up for 
air. Writing on “conglomerate bigness,” he persuasively argues that size per 
se gives the large firm opportunities for abuse that cannot be subsumed under 
the heading of monopoly power, ¢.g., its advantage over smaller rivals in law 
suits. Stocking demurs on the ground that no aspect of bigness is really ob- 
jectionable until it is manifested as monopoly power. 

Richard Heflebower examines the thesis that business men quote a price 
based upon average production cost at some rate of output plus some markup 
and hold to it in the face of changes in demand (“full-cost pricing”). The use 
of full-cost formulas as first approximations in price making is readily con- 
ceded; but Heflebower believes that “such formulas are used only when there 
is no competitive reason for doing otherwise.” Fritz Machlup contributes a 
readable and perceptive paper on the characteristics and types of price dis- 
crimination. 

In the last selection, Richard Ruggles writes on ‘““The Nature of Price Flexi- 
bility and the Determinants of Relative Price Changes in the Economy.” After 
a careful survey of previous work, Ruggles tests and rejects the thesis that, 
during the Great Depression, the most concentrated industries generally evi- 
denced the greatest fall in output and the smallest fall in prices. Rather, an 
extremely close correspondence is found between the drop in direct costs (wages 
paid to direct labor plus cost of materials) and industry price cuts for 1929-32. 
Hence, the greater the share of total costs going for raw materials—especially 
unprocessed farm products—the greater the fall in price. Ruggles, however, 
indicates the possibility that in the last twenty years agricultural output may 
have become more sensitive to a fall in the national income; so that the same 
pattern of changes in relative price; ight not hold in ~ nother major recession. 

On balance, this book accurately mirrors the virtues and vices of academic 
economics in America. The competence in price theory displayed in the papers 
and comments is of a very high order. The relevant work of other writers is 
carefully acknowledged and considered. And much imagination and originality 
is concealed in the prolix arguments and elaborately qualified conclusions. But 
the papers, except for those by Machlup and Edwards, were prepared for a 
limited circle of specialists; and the authors’ concern to anticipate criticism 
makes them arid going for nonspecialists. A few dogmatic generalizations of 
the Colin Clark variety would have been welcome. 


Donatp DEweEy 
Duke University 
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Land Economics; Agricultural Economics; Economic Geography 
The Economic State of New England. Edited by ArtHuR Bricut, Jr., and 
Grorce H. Exxrs. (New Haven: Yale University Press. 1954. Pp. xii, 
737. 36,00.) 

The massive and encyclopedic volume under review is another important 
addition to the growing literature on regional economics. Undoubtedly the 
great influence of British economics has resulted in a tendency to overempha- 
size international as against regional economics, part of the explanation being 
that in a relatively smail country (e.g., the United Kingdom), greatly de- 
pendent on international trade, regional economics tends to be neglected. This 
malallocation of resources is gradually being corrected, and the current volume 
is a case in point. 

Arthur Bright, Jr., a thoughtful, imaginative and able economist, with much 
accumplished and with even greater promise, deserves the major credit for this 
most useful volume. Economics suffered a great loss in his premature death. 
We should also mention as important contributors to the work, George H. 
Ellis, who finished the editorial job after Bright’s death, William H. Miernyk, 
Roy S. Kelley, Jr., and Edward K. Smith, the able young economists wio did 
much of the original spade-work and writing, Leonard Carmichaei, the chair- 
man of the Committee of the National Planning Association on New England, 
and Sumner Slichter, chairman of the Research Advisory Committee. 

Resources, natural and human, capital and credit, transportation, manage- 
ment and research, tax and fiscal policies, and information and education are 
the main facets of this study. I am not sure that the space allocation is the 
best: for example, 250 pages devoted to natural resources seems excessive for 
a region like New England which, relatively speaking, gets so little of its in- 
come out of these resources. 

Both the merits and demerits of this book may be suggested by a discussion 
of a few vital issues. The authors carefully study employment trends from 
1940 to 1950 and note the pressure on the manufacturing industries of the 
region; and they do not console themselves, as many in authority in recent 
years have, by pointing out that tertiary employment is on the rise. They 
know that increased recourse to tertiary employment, Colin Clark notwith- 
standing, may be a symptom of poverty as well as of affiuence. On the whole 
the authors are not unhappy about employment trends, though they are aware 
of the problems raised by the distressed industries and towns in New England. 
It is unfortunate that they did not study a longer period, and in particular take 
into account periods of depression. They would have found somewhat less 
assuring results. Even a comparison of 1947 with 1953 does not support too 
much optimism, The rise of manufacturing employment was 7.7 per cent for 
New England as compared with 19.6 per cent for the nation, with New Eng- 
land experiencing the smallest rise of any region. Of course many reasons can 
be adduced for these lags; but the facts nevertheless should be italicized. We 
are told that New England moves on to the most productive industries as she 
sheds the low-wage industries. I should like to add a footnote by suggesting 
that from 1947 to 1953 the percentage rise of value-added for New England 
was almost three quarters that for the country as compared to less than 40 per 
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cent for employment. Obvious] these figures point to New England’s moving 
into the more productive industries. In these years (1947 to 1953), New 
England’s losses were not only in textiles but also in food products, printing 
and publishing and primary metal industries. In lumber and lumber products 
New England led the country in relative employment gains, was second to 
the South Atlantic States in electrical machinery and hig’ also in transpor- 
tation equipment and miscellaneous manufactures. 

What I miss in this volume is a systematic discussion of various industries 
in terms of causes of their strong or weak position in competition with the 
same industries in other regions. Rather, at different places the authors treat 
the problems of wages, transportation, taxes, social security and the like. Much 
more helpful wouid have been an attempt to analyze each industry in terms of 
wages, taxes, capital costs, management, markets, etc., and from the analysis 
to draw conclusions concerning prospects as well as policy for the future. 

One will find in this book a fairly long discussion of wages and their rele- 
vance, but not adequately tied in with growth and declines of particular seg- 
ments of the economy. The writers found on the basis of Bureau of Labor 
Statistics material that in 1946 in more than half of the industries wages were 
higher in New England than in the nation. But using Census figures I discover 
that in all but two and possibly three Census industries, of a total of 20, wages 
were lower in New England than in the country generally. These facts suggest 
that despite the pressures of trade unions operating on a national level, de 
terioration of interregional competitive position is reflected in relative losses ot 
cash position, employment and finally wages, this region then gradually being 
transformed from a relatively high- to a low-wage region. 

Regional balance of payments is one of the most interesting and baffling 
problems for students of the New England economy. We are presented with 
some valuable material in this book on the commercial and treasury contri- 
butions to the region’s balance of payments; and the authors realize that the 
net gains or losses on Treasury account are much more than an index of taxes 
collected and money spent by the Treasury in a region. They know for example 
that the outward movements from New England on Treasury account in the 
war period were related to the large financing by New England of the govern- 
ment, both through tax payments and loans. But I am not entirely satisfied 
with the presentation. The authors, in publishing material on tax collections 
and expenditures of the federal government in this region, do not take into 
account—other than to mention its relevance—the incidence of taxation. New 
England, for example, in fact pays a substantial part of the taxes first collected 
by Michigan on autos and North Carolina on tobacco. Using the Mushkin and 
Crowther study on Federal Taxes and State Capacity (Public Health Service, 
1954), I estimate that, allowing for the incidence of taxation, the three largest 
New England states over a recent period of 18 years received back but one- 
third as much as they paid into the federal government as compared with the 
relative receipts to taxes borne by five major Southern industrial states. 

For a book which purports to advise on public policy the authors at times 
seem rather naive on the issues of the relations of the region with the 
federal government. They suggest that if New England wants to improve 
her position with the federal government she must make her goods m. re 
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competitive and thus increase her sales to the government or (and) increase 
their appropriations under matching-grant programs. They would concen- 
trate on the national interest and neglect the importance of obtaining re- 
gional benefits. But this is not realistic. Have the authors, for example, taken 
into account the splendid organization of the powerful Southern Congressmen, 
of their dispositior to speak on behalf of private enterprise and aggressively 
seek Treasury funds? Have they considered the fate of J. Q. Adams in the 
early 19th century when he concentrated exclusively on the national interest? 
It has been in part the failure of the region to seek aggressively improved flood 
control, hydroelectric power, accelerated amortization, and federal funds under 
many other programs that have in part brought the relative and, at times, 
absolute losses for this region. In fact the writers recognize at one point that 
the federally induced growth of competitors has not yielded the gains in 
markets for New England that might have been anticipated from such classical 
presentations as Alfred Marshall’s. 

It is indeed rather unfortunate that in place of the large amount of space 
given at times to rather unimportant facts the authors did not give us a 
thorough analysis of the increasingly important problem of interregional com- 
petition, which tends to have the effect of cutting taxes and necessary social 
services and even of introducing antilabor legislation in many of the new 
industrial states in order to increase employment and competitive sales. Wisely 
it is noted that the penchant for taking responsibilities from the federal gov- 
ernment is derived not merely from a desire to transfer importani tasks to 
state and local governments; but also to reduce the contribution of govern- 
ment. But the authors do not draw the obvious inference that there are certain 
responsibilities now entrusted to the state governments that would much more 
effectively be done by the federal government—unemployment insurance is 
an example of the kind of program that would be improved if it could be 
removed from the adverse effects of interstate competition. 

Lack of space prevents me from saying more about the many good points 
in this volume; the frequency with which I consult it is evidence of its worth. 
The book would have been even more useful had the authors capitalized on 
the increasingly rich flood of input-output studies. For example, studies of 
such problems as the gains and losses of a region from international trade or 
from the growth or decline of a particular industry or industries could be 
advanced greatly by the use of input-output techniques. 

Seymour E. Harris 

Harvard University 


Labor 
The Structure and Government of Labor Unions. By Puiip Tart. (Cam- 
bridge: Harvard University Press. 1954. Pp. xix, 303. $6.00.) 


In the last few years, several books have appeared on the subject of union 
government.’ These books have not attempted to avoid conclusions or value 


* Joseph Goldstein, The Government of British Trade Unions (London, 1952); V. L. 
Allen, Power in Trade Unions (London, 1954); S. M. Lipset, M. Trow and J. S. Cole- 
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judgments; they have been either for or against the manner in which the unions 
under examination have been governed. This volume is no exception; quite 
candidly it is a defense of the government of American unions. It is also a 
research monograph of very considerable value. 

In Chapter 2, the author maintains that, despite the absence of opposition 
to the re-election of the top (national) union officers, power is sufficiently 
diffused in American unions so that effective competition for office will develop 
if “enough” members become dissatisfied. Chapter 3 argues that the dues and 
initiation fees of the great majority of unions are reasonable and that the 
salaries of their officers are not excessive. Chapter 4 attempts to show that 
American unions have not been harsh or unfair in disciplining individual 
members; that the right of appeal has effectively operated to prevent mis- 
carriages of justice and that national organizations have only rarely abused 
their power to seize local unions. Chapters 5-7 are brief essays upon various 
aspects of the several unions in (unlicensed) seafaring; of the automobile and 
steel unions and of the teamsters. These chapters, especially that on the sea- 
faring unions, contain ill-trations in support of Taft’s main contentions, but 
their connection with Ci.apters 2-4 is rather tenuous and they could be read 
independently of the earlier chapters—or of each other. Thapter 1, Radicalism 
in American Labor, also bears only tangentially upon the book’s main theme; 
it is an account of the aitempts of the communists to capture American unions, 
which provides useful, but inessential, background for the author’s later con- 
tentions. 

Chapters 2-4 are the heart of the book and those most likely to be of 
enduring value. They contain valuable collections of empirical material on 
union dues and initiation fees; salaries of union officers; union election statis- 
tics and records of the disciplinary and appeals proceedings of a number of 
unions.? As Summer Slichter says of the author, in his foreword, “Al! students 
of labor problems are indebted to him for the large amount of patient and oner- 
ous field work that was necessary to make this book possible.” The only serious 
reservation one might have concerning Taft’s data is due to the fact that they 
reflect an uncontrolled sampling process; the author was compelled to confine 
his sample to those unions that kept records and were willing to make them 
available. The sampling bias introduced is, by implication, treated as negligi- 
ble;* however, it is not obvious that this is appropriate (especially for the 
records on discipline and appeals) for unions unwilling to disclose records are 


man, Union Democracy in the International Typographical Union (Glencoe, Ill., forthcom- 
ing) and S. M. Lipset, “The Political Process in Trade Unions: a Theoretical Statement” 
in Freedom and Control in Modern Society, edited by M. Berger, T. Abel, and C. H. Page 
(New York and Toronio, 1954), pp. 82-124. 

* Parts of Chapters 2, 3 and S$ contain material used in the author’s articles appearing in 
the Quart. Jour. Econ. and the Indus. and Lab. Rel. Rev.; however, even in these chapters 
he has made material additions and revisions, and the other chapters are completely new. 

* The author offers the reader no guidance in defining the universe whose characteristics 
may be properly estimated from the data in his sample. He also makes frequent statements 
about “most American unions.” Consequently, I believe it reasonable to suppose that the 
author feels that the consequences of sampling bias (at least for the purposes of his argu- 
ment) are negligible. 
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most likely to be those with something to hide.‘ Nonetheless, as a scholarly 
endeavor, this book fully merits the high praise it has already received. 

As a brief for the defense of American union government it is less satis- 
factory. Its principal shortcoming is that it tries to prove too much. It is gen- 
erally accepted among students of unionism that there is a real conflict between 
the preservation of internal democracy, especially as manifested in active 
political conflict, and the achievement of stable and peaceful collective ber- 
gaining relations. It is also generally recognized that member apathy would 
make it difficult to preserve active intra-union democracy, even if it were 
entirely desirable. Given these two concessions it would not be difficult to con- 
struct a sound faute de mieux defense of the political institutions of American 
labor unions. Such a defense would not be an apotheosis; it would have to 
concede that much could be improved upon, and that the terms of compro- 
mise between political stability and member control required frequent re- 
examination and adjustment, as well as external criticism. 

Unfortunately, the author has not chosen to take such a position. Instead, 
he has tried to minimize the sacrifice of intra-union democracy that has ac- 
companied the maturation of most American unions. Despite the fact that his 
data show that there is little competition for national political office in Ameri- 
can unions, Taft contends that, on the whole, union officials must perform in 
the members’ interest if they are to remain in office. He says (pp. 239-40): 


One should not assume that political factionalism in a union is in itself 
desirable or that its failure to survive on a large scale shows an intrinsic 
weakness. The unions that have maintained rival factions over a long 
span of years are not large in number, but that by no means proves that 
the head of the organization is, or could be if he chose, an uncontrolled 
despot. The attempt to determine the level or the intensity of democracy 
by measuring the frequency of opposition in elections to the chief officers 
is unsatisfactory. The prestige, acquaintance with the membership, and 
ability of the heads of the union may be such that a challenge is not 
likely to succeed. Moreover, unions try to compromise their political dif- 
ferences so as not to show open division to the public. Power within a 
union is distributed among the chief locals or other divisions. . . . Mutu- 
ally warring factions are a luxury most unions cannot afford, and the re- 
sult is a gradual elimination of open differences, and the growth of com- 
promises between influential groups on policy and the distribution of 
official posts and patronage. 


Furthermore, he deprecates the effect of political campaigning upon union 
morale; for example (pp. 62-63), he asserts: 


Political campaigns tend to weaken a wiion’s cohesiveness and most 
unions find them intolerable. . . . It might be argued that in view of the 
damage that election campaigns do to a union’s cohesiveness, it is per- 
haps desirable in many instances to avoid contests that create suspicion 
of the members, provided the avenues of protest and change are not per- 
manently closed. 


*In his foreword, Slichter suggests (p. x) that sampling bias may have made the author 
“unduly complacent in his conclusions about union expense accounts.” 
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He even goes so far as to rationalize restrictions upon freedom of speech in 
union elections; for example (p. 119): 


The restraints upon the exercise of local and individual rights, however, 
are more severe than in society at large. Society is made up of varying 
groups with diverse interests who must have the widest latitude consistent 
wth safety to present and promote their objectives. A labor union is a 
more homogeneous group pursuing restricted and definite aims. Moreover, 
the union, no matter how well established, can be seriously injured by 
division. Many unions prohibit the publication and distribution of cam- 
paign literature in union elections. 


One is inclined to wonder what Taft (whose anti-Communist views are 
well known) would say to such an argument, were it offered as a defense of 
one-party rule in Soviet Russia.’ Of course, a union is not the whole of so- 
ciety, and the suppression of democracy within it does not entail the conse- 
quences of eliminatag political opposition within the state.* As indicated 
earlier, the differences between a union and the whole of society are such as to 
make possible (in the reviewer’s opinion) a sound, though uneasy, case for 
many undemocratic practices found in “mature” unions all over the world.’ 
But to such a case, Taft’s argumentative excesses are emb: “rassing. 

Taft is altogether too ready to exonerate unions from the charge that their 
disciplinary machinery hampers the operation of union democracy. He says 
(pp. 245-46): 


The rights of members and their protection in the union seems on the 
whole adequate. There are undoubtedly examples of serious oppression, 
but these are not the usual situation. While the number of cases that come 
to the courts may not be an adequate test, they are annually so few that 
a presumption of fairness by the union inevitably follows. . . . Whatever 
evidence one turns to, whether it is the disciplinary penalties in unions or 
the number of cases in the courts, one must conclude that the unions are 


*S. M. Lipset, The Political Process, op. cit., p. 82, offers an amusing quotation from 
Harry Bridges defending one-party government in a country by analogy with the one- 
party situation prevailing in his union: “What is totalitarianism? A country that has a 
totalitarian government operates like our union operates. There are no political parties. 
People are elected to govern the country based upon their records—That is totalitarianism 
—if we started to divide up end run a Republican set of officers, a Democratic set, a 
Communist set and something else. We would have one hell of a time—.” 

*A union has only limited functions, and occupies only a limited part of the life of its 
members, and therefore its method of government does not “too greatly” determine the 
over-all freedom of its members. Of course, the broader the functions a union performs, the 
more important it is that its method of government be satisfactory. S. M. Lipset, op. cit., 
pp. 118-20, points out that a view of unionism which minimizes its range of appropriate 
activities tends to be associated with an acceptance of oligarchy as a tolerable form of 
union government. 

*V. L. Allen, op. cit., states bluntly, referring to Great Britain, that “the end of trade- 
union activity is to protect and improve the general living standards of its members and 
not to provide workers with an exercise in self-government” (p. 15). However, Allen is at 
great pains to emphasize that this statement is not intended to apply where there is com- 
pulsory membership. 
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handling the problem with more than reasonable satisfaction and that in- 
tervention by outside groups or government, except through the courts 
which are available at present, would impose needless burdens upon the 
unions, and even make Communist infiltration easier. 


However, the fact that instances of oppression are few and that the ordinary 
case of union discipline is handled in a fair, or even magnanimous, manner is 
irrelevant. In cases where political considerations are absent, justice in Soviet 
Russia is probably administered in a tolerably satisfactory manner.’ But the 
important cases are those relatively infrequent ones where political exigencies 
require the use of the union’s judicial machinery as an instrument of political 
persecution. 

It is impossible to gauge the effect of political persecution, via judicial pro- 
ceedings, by considering the relative frequency of such occurrences. One per- 
secution can frighten many potential political dissenters. This fact is of special 
significance in the context of union politics because of the basic difficulty of 
rousing and maintaining member interest in union affairs. The threat of disci- 
pline by the union organization can easily be the straw that breaks the back 
of budding member interest in union government. 

The author leaves one important facet of union government quite unan- 
alyzed; he does not consider how the extension of a union’s sovereignty (i.e., 
jurisdiction) is, or ought to be, determined. Taft is a firm believer in “legiti- 
mate” union government, and he has little sympathy for rebels. Thus (refer- 
ring to a jurisdictional dispute among seamen’s unions), he says (p. 212): 


It may be that the procedure was not in accordance with the union’s con- 
stitution, but it seems that a fair reading of the issues shows them to have 
been more than free speech or the demarcation of job territory. First of 
all, the support of a rival union in a jurisdictional dispute is regarded as 
an expellable offense in a!! unions. How eise could a union function except 
to insist that its members support its claim in jurisdictional disputes? No 
individual or minority has the right to override the decisions of the ma- 
jority on an issue of this kind. 
But what of minority groups dissatisfied with the permanent policy of the 
majority? Have they no right of withdrawal to join another union, or form 
one of their own? The answer is not easy; questions involving the self-deter- 
mination of minority groups never are. [’using the principle of voluntary 
affiliation to its limits involves anarchy ir civ‘) affairs, and the destruction of 
unions in economic life. But ignoring thi: principle involves tyranny. Obvi- 
ously, I am not complaining that Taft has a wrong position on this matter, 
but that he has not discussed it, despite the fact that it goes to the heart of the 
issues concerning the reconciliation of union authority and minority rights. 
The representation procedures of the National Labor Relations Board do 
provide some measure of protection for minority rights in that within a given 
bargaining unit, a majority of the workers may change their union affiliation. 
The NLRB, in defining the bargaining unit, exercises very substantial politi- 


* This was also true in Nazi Germany; see Ernst Fraenkel, The Dual State (New York, 
1941). 
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cal power, which may be used to enhance or reduce the rights of minorities.° 
The NLRB, in a sense, provides legal sanction for intra-union secessionist 
movements; it is too bad that the author does not analyze the role of the 
NLRB in union governmental processes or indicate whether the protection it 
affords to dissident minorities is proper. 

The contention (pp. 97-116) that union officers are not compensated exces- 
sively would be more persuasive had he given some criterion by which his 
judgment might be tested. By one standard, that union officers should receive 
no more—or not much more—than rank and file members earn, they are 
surely overpaid. However, as Taft rightly argues, the responsibilities and re- 
quired talents of union officers are far more closely akin to those of business 
executives than of rank and file members. By this standard, they are fre- 
quently underpaid. And this latter standard is not irrelevant. In a society 
valuing pecuniary rewards as highly as ours, there is a real difficulty for 
unions to get and keep competent personnel. This problem will become increas- 
ingly acute, as increasingly widespread educational opportunity decreases the 
likelihood that energetic and able persons will be found in the ranks of manual 
iabor, and if found will be willing to serve unions at a financial sacrifice. 

There will be no great problem in securing candidates for the top jobs that 
yield their holders power and prestige, but what of jobs in the lower and 
iniddle ranks? The slower rate of growth in union membership since 1945, 
coupled with the tendency toward union consolidation, cannot help but make 
advancement in the union hierarchy correspondingly slow. But the opportuni- 
ties for rapid advancement in. business are becoming better than ever. To be 
sure, unions have not customarily recruited their leaders, or other employees, 
in direct competition with private business. However, union bureaucrats have 
middle-class positions, salaries and associates. As such, they soon develop 
middle-class aspirations which can, to an increasing extent, be satisfied by 
“crossing over to the employer” as a personnel expert or in some related ca- 
pacity. Those who do not switch, or cannot, are obviously subject to the temp- 
tations of corruption. 

Viewed in this way, a good case can be made for the proposition that the 
supply price of competent, conventionally motivated personnel is higher thar 
what unions offer. Of course, the historical recruiting ground for union leaders 
has been among persons who were not conventionally motivated; i.e., among 
persons who wanted to help their fellow workers rise together. Such men were 
not always political radicals, but many of them, at least in the beginning, 
were; and many of them were immigrants who did not share our ethos of indi- 
vidual advance. Both of these sources of union personnel are drying up, and it 
is doubtful that this will be much regretted. However, the question of union 
salaries—and corruption—must be viewed in conjunction with this fact. 

Taft’s account of the role of the Communists in American Labor is dis- 
torted by his failure to account for their influence. The Communists in the 


*For example, the NLRB has recently redefined the bargaining unit in the west coast 
maritime industry so as to include the cooks and stewards in the same bargaining unit as 
the sailors. This will almost certainly doom the Marine Cooks and Stewards Union, as its 
members will be outvoted by three or four to one. 
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American labor movement perform the same function as the [WW did before 
the first world war, or that various syndicalist factions did in European coun- 
tries. Their ability to gain adherents among workers who have no sympathy 
with their ideology is a reflection of the failure of established leaders to satisfy 
rank-and-file demands. To be sure, the demands of the rank and file are often 
impossible of attainment, but it is the failure of the leadership convincingly 
to show this (granted that it is often an extremely difficult task) that gives 
dissidents of all kinds their chance. The distance, economic and social, be- 
tween the leaders and the membership contributes to member distrust of pro- 
posals for “realistic” sacrifices; it is obvious to the membership that the 
leaders are not going to share their sacrifices. “Conventional” labor leaders 
are not to blame for this situation since it is not one about which they can 
effectively do very much; in my opinion, there will always be opportunities 
for the “merchants of discontent” even in the best of labor movements.*® The 
Communists are simply the group best able to explvit these opportunities. 

In fine, despite Taft’s scholarly efforts, this book inspires dissent from its 
main thesis. The reviewer shares both the author’s sympathy for unions, and 
his concern at the frequency of unjust attacks that result from misunderstand- 
ing of their necessary mode of operation. But Taft could have made a far 
better defense, had he tempered his praise with judicious criticism. The labor 
movement badly needs critical friends of Taft’s stature and knowledge; it is 
for lack of them that so much criticism of union practices comes, in enven- 
omed form, from hostile quarters. 

M. W. REDER 

Stanford University 


Population; Social Welfare and Living Standards 


Migration and Economic Growth. By BrintEy Tuomas. (New York: Cam- 
bridge University Press, 1954. Pp. xxv, 362. $8.00.) 

The study under review is one of the best works on immigration to appear 
in the past fifty years. It is well-indexed, attractively printed, and equipped 
with a good bibliography. It is rich in quantitative information, including 138 
tables and more than 43 charts. Methodological appendices deal with a method 
of estimating net migration from census data, with the construction of a 
British building index, and with a time-series analysis of immigration and 
investment designed to locate reversals in direction of lag. British and Ameri- 
can sources of emigration and immigration data are evaluated in Chapter 4. 

In Part I, Thomas, having reviewed classical and Marxian trade and migra- 
tion theory, indicates that the classical writers had two situations in mind. 
When they assumed international mobility of labor to be negligible, they had 
in mind commerce between England and “old” countries; their international 
trade theory had to do with this situation. When they assumed mobility of 
labor to be relatively great, they had in mind what Mill called the “larger 
community,” Great Britain, her colonies, and the United States. Within this 
community there existed considerable community of interest, the principles of 


* Of course, the union leaders who urge caution are not always in the right, although 
they often are. 
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home trade were roughly operative, and goods, capital, and labor tended to 
flow where their prices were relatively hizh. Later writers erred, however, when 
they postulated far more interclass and interoccupational mobility than 
existed, for they could not then explain tie heavy outflow of migrants, most 
of whom were fleeing the impact of iznovations and sources of immobility 
which denied them alternative opportunities at home (cf. Chapter 8). One 
must, therefore, “explore the dynamic interrelationships between national 
specialization, internal mobility, international migration and the structure of 
international trade.” Thomas carries out this exploration within the frame- 
work of the Atlantic community of nations which approximated a single 
economy, albeit an evolving one. His concern, of course, is the role of migra- 
tion in the development of this community. 

When immigrants fiow into a country, it is to be supposed that there exists 
a population “surplus” in one or more other countries; at all events the mi- 
grants look upon themselves as in relatively long supply when they decide to 
emigrate. A surplus develops when the nonagricultvral labor force grows (as a 
result of natural increase and of accessions of migrants from agricultural occu- 
pations and communities) more rapidly than nonagricultural employment is 
being made available on ¢ rms satisfactory to potential emigrants. Such sur- 
pluses developed initial!, in the United Kingdom and Ireland. Emigration 
from Ireland gradually fell from a peak level in 1851-61, but that from the 
United Kingdom showed a slight upward trend. The gradual decline of emi- 
gration from Ireland was accompanied, however, by the development of sur- 
pluses in Scandinavia and Germany, and later in Southern and Eastern Eur- 
ope. These surpluses had their origin in falling mortality and the impact of 
innovation and food imports upon agriculture, together with the absence of a 

sufficiently high rate of expansion of nonagricultural employments; they 
eventually shrank, though not generally before the present century, as a result 
of falling natality, diminution of rural population, industrial and related 
expansion, and changes in social and population structure (Chapters 5-7, 10). 
These and related circumstances presently restrict the further peopling of the 
dominions through immigration, now that more stress is being placed on 
immigration than formerly (Chapter 13). 

The author’s major findings are presented in Part III. Only some of these 
can be noted. He believes that, as a result of a structural change which the 
American economy underwent just after the Civil War, immigration passed 
under the dominance of the “pull” of American economic conditions; before 
then immigration dominated railway construction and the rate of economic 
expansion (pp. 92 ff., 116 ff.). Noting that the “rate of economic progress in 
the United Kingdom tended to be high in those periods when the pace of 
advance in the United States was low,” Thomas finds an explanation in the 
behavior of the movement of labor and capital from Britain to America (pp. 
108-13). Whereas the behavior of emigration to Canada usually resembled 
that to the United States, emigration to Australasia often foilowed an inverse 
course (pp. 113 ff.). 

Immigration and investment are treated in Chapters 10-11. Fluctuations in 
immigration preceded those in fixed capital investment prior to the 1870's, 
those in building activity during most of the period 1845-1913; they succeeded 
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those in investment in railways after the early 1870’s, those in coal output after 
1899. Periodic inflows of population gave rise to “minor secular swings in 
fixed capital equipment.” Finding that “spurts in building in the United 
States were preceded by waves of incoming population” whereas in Great 
Britain “upward and downward movements in emigration tended to be ac- 
companied after a short lag respectively by downward and upward move- 
ments in building,” Thomas concludes that a two-country model might well 
be utilized in formulating “a theory of the rhythm of economic expansion.” 
He observes that the “massive inflow” of cheap labor from Southern and 
Eastern Europe coincided “with technical innovations calling for a ‘widening’ 
of the capita! structure,” with the result that large amounts of low-grade 
labor could be utilized (pp. 152 ff., 163 ff.). It is suggested that this “widen- 
ing” of the American capital structure was stimulated by post-18°8 immigra- 
tion (pp. 165-66). This inference does not seem to be borne out by the data 
given for manufacturing (p. 324,, Section D); it is valid, of course, in the 
sense that the influx c. immigrants must have reduced worker resistance to 
the introduction of the new methods. 

Immigration restrictionism is treated as a major source of disbalance within 
the Atlantic economy (Chapters 9, 12). For restrictionism helped bring on 
the 1929 depression by stimulating both agricultural overproduction (by 
fostering agricultural protectionism in Europe and the diversion of emigrants 
to agricultural countries) and a discontinuous flow of American capital abroad. 
At the same time the inevitability of restrictionism is implied, since already 
before 1914 immigration was depressing the wages of the unskilled whilst the 
movement of the children and grandchildren of immigrants up the social 
ladder was weakening the relative position of those in situations which had 
earlier been rendered relatively more favorable by the influx of immigrants. 

In his final chapter Thomas draws attention to several implications of his 
study. The alteration of booms in home construction and booms in emigration 
and foreign investment accounts in part for the nature of Britain’s cyclical 
experience in 1873-96. The inadequacy of Schumpeter’s account of British 
development in 1897-1913 is traceable to his neglect of variations in the out- 
flow of migrants and capital. British emphasis upon capital exports is de- 
clared responsible for her failure to make use of technological opportunities 
Noting that the American economy is not presently disposed to stabilize the 
Atlantic economy as did Britain before 1914, Thomas indicates institutional 
changes that would give it greater stability. Having shown why Britain is 
more likely to be injured than benefited by heavy emigration, he indicates 
that she and Europe can progress economically if America’s need for raw 
materials from nondollar countries “increases substantially” and her attitude 
towards migration is liberalized. 

Inasmuch as the author deals with many correlations and sequences which, 
he believes, suggest causality, I have refrained from examining these criti- 
cally; evaluation of any of them would require a more careful specification of 
conditions than the confines of a review permit. 

JoserH J. SPENGLER 
Duke University 


is 
ya 
Oe 
| 
a 


BOOK REVIEWS 1023 


Consumer Economics. By James N. Morcan. (New York: Prentice-Hall. 
1955. Pp. viii, 440. $6.00.) 

For the several existing books which treat the economic problems faced by 
today’s American consumers, Professor Morgan’s text offers a new standard 
of excellence. In the vaguely defined field of economic knowledge which is 
useful to consumers, the book is not so outstanding. 

In successive chapters the author deals with the chief economic activities of 
the consumer, his decisions in dividing in many different ways the scarce 
resources of his income among the alternative uses of spending and saving. 
Moving from the major decision between present and future consumption 
through an excellent discussion of budget analysis, record-keeping, and the 
mechanics of making a decision, Morgan devotes attention to insurance, medi- 
cal care, housing, and other major consumer expenditures. The chapters on 
consumer protection and the consumer-citizen cover familiar ground with a 
sane perspective. There is no pleading for consumer organization or a Secre- 
tary of Consumer Affairs in the cabinet, but there is an interesting proposal 
for more consumer self-help, at the grass-roots level, by pooling information 
on local prices or sources of supply, particularly for the service trades. 

It is refreshing to find a book, designed to help the individual consumer, 
whose author insists repeatedly on the distinction between economic criteria 
and value judgments. Morgan consistently analyzes purchases in terms of real 
costs as well as dollar expenditures out of dollar income, and he reiterates the 
usefulness of the opportunity cost principle in consumer decision-making. 

Apart from basic concepts and methods to use in problem-solving, it seems 
that economics could provide three types of useful knowledge to the con- 
sumer: a theoretical explanation of the economic structure affecting consumer 
decisions and the social consequences of these decisions; descriptive material 
illuminating those economic institutions of importance to the consumer; and 
the latest statistical data on what most consumers actually do in a given situ- 
ation. The author fulfills this last task by an admirable use of a great range 
of findings, many hitherto unpublished, from the Surveys of Consumer Fi- 
nance conducted by the Board of Governors of the Federal Reserve System 
and the Survey Research Center of the University of Michigan. As assistant 
program director of the latter organization, Morgan should earn our gratitude 
for revealing much useful and provocative material from its files. 

The other objectives of the book—to clarify, for the consumer, his own 
position in the structure of the economy and of economic theory—are less 
successfully attacked. The author has attempted a direct, simple approach to 
far too many problems which cannot be satisfactorily dismissed in a few 
unqualified phrases. Sampling error, the pure cost of insurance, the develop- 
ment charges of the 1947 British Town and Country Planning Act, the Boston 
formula for milk pricing, depreciation accounting, and the legislative and 
judicial history of resale price maintenance laws are some of the topics given 
a necessarily superficial treatment, in most cases more confusing than clarify- 
ing. 

Perhaps the most disappointing illustration appears in Chapter 3, which 
makes an heroic effort to present the circular flow theory and national income 
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analysis to the consumer whose spending and saving behavior plays such a 
vital role. The following quotation will not, in my opinion, enable any con- 
sumer to understand the multiplier. 


Economists . . . refer to the relation between a permanent shift in con- 
sumption or investment and the consequent change in national output as 
the “multiplier.” The details are not important, but it is important to 
realize the problems. We may summarize the problems as follows. If 
prices and wages are not flexible downward, as they are not, then saving 
may be kept equal to investment (all goods sold) only at a level of out- 
put less than full employment. Conversely, savings and investment mav 
be kept equal only by continued increases in prices and wages. In addi- 
tion, since there is a continuous flow of new investment which increases 
our capacity to produce (output per man hour), people must consume 
more and more each year in order to keep full employment. 


Despite Morgan’s attempt to emphasize the role of the consumer in national 
income analysis, most students would grasp the concept more easily, I be- 
lieve, from explanations in some of the more recent elementary texts in eco- 
nomics. 

Surely economic theory or analysis for consumers should differ little from 
elementary economics for any student or intelligent layman. The economic 
theory or analysis of consumption, however, beyond the elementary level, has 
recently developed a fast rate and wide range of growth, well documented by 
Ruth Mack’s article “Economics of Consumption” in the second volume of A 
Survey of Contemporary Economics (1952). Morgan’s book does a lesser job 
at the elementary level than many general texts, and falls short of a coraplete 
presentation of a more specialized consumption economics. Finally, much of 
the lack of clarity in the work stems from hasty writing and even hastier edit- 
ing, apparent throughout the book, which allow sentences to appear without 
verbs or predicates, and pronouns to refer to distressingly ambiguous subjects. 

As a book on the economic problems of the consumer, however, this text 
provides an adult, readable approach. It remains a valuable source of much 
factual and statistical data, with excellent bibliographical sources and projects 
for further study accompanying each chapter. 


Wellesley College 


CaroLyn S. BELL 
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$2.75.) 

GuTENBERG, E. Grundlagen der Betriebswirtschaftslehre. Vol. I, Die Produktion. Vol. II, 
Der Absatz. 2nd ed. (Berlin: Springer. 1955. Pp. xi, 391; xi, 440. DM 34,50; 34,60.) 

Hansen, B. Finanspolitikens ekonomiska teori. Statens Offentliga Utredningar, Finans- 
departementet, no. 25. (Uppsala: Almqvist and Wiksells Boktryckeri. 1955, Pp. 403.) 

Hucon, P. Economistas celebres. (Sio Paulo: Edit. Atlas. 1955. Pp. 454. Cr$ 200,00.) 

LaFerta, G. Vilfredo Pareto, filosofo Volteriano. (Florence: “La Nuova Italia.” 1954. Pp. 
175. L. 700.) 

Lomparpint, S. Fondamenti e problemi dell’economia del benessere. Saggi di teoria e pol. 
econ. 1. (Milan: A. Giuffré. 1954. Pp. xii, 128. L. 600.) 

Martins, C. Elementos de economia politica. (Sao Paulo: Edit. Atlas. 1955. Pp, 283. 
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Menicon1, F. Theorie des Einkommens. Staatswissenschaftliche stud. 18 (neue folge). 
(Zurich: Polygraph. Verlag. 1954. Pp. 328. Sw.fr. 19.60.) 
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Economic History; National Economies; Economic Development 
Atton, T. P. Polish postwar economy. (New York: Columbia Univ. Press. 1955. Pp. xv, 
330. $5.75.) 


Anpbrews, P. W. S. anp Brunner, E. The life of Lord Nuffield—a study in enterprise and 
benevolence. (Oxford : Basil Blackwell. 1955. Pp. xvi, 356. $3.50; 25s.) 
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Pp. xii, 299. $1.75.) 
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Luzzatto, G. Studi di storia economica venesiana. (Padova: Cedam. 1954. Pp. 310. L. 
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of Kingsway Camp; Monog. 6, A study of Rajpura township; Monog. 7, A study of 
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“The present remarkable book was published in France under the title: A quoi tient la 

supériorité économique des Etats-Unis? Among the qualities that make it remarkable, 

coming as it did from a European economist, are not only the generosity with which it 
acknowledges and insists upon the economic superiority of the United States, but the still 
rarer generosity with which it attributes this superiority not merely to good luck—such as 
great natural resources or escape from the direct destruction of the two world wars (the 
usual European explanation)—but primarily to the character and the free economic insti- 
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Worr, C., Jr., ann Surrin, S. C. Capital formation and foreign investment in under- 
developed areas. An analysis of research needs and program possibilities prepared from 
a study supported by the Ford Foundation, Maxwell School ser. 1. (Syracuse: Syracuse 
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ian countries 1935-1945. (Stanford: Stanford Univ. Press. 1955. Pp. xiv, 478. $7.50.) 


Economic developments in the Middle East, 1945 to 1954. Suppl. to World Economic 
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The economic development of Syria. Report of a mission organized by the Internat. Bank 
for Reconstruction and Development at the request of the Government of Syria. (Balti- 
more: Johns Hopkins Press, for IBRD. 1955. Pp. xviii, 486. $7.50.) 

The Report consists of two parts. Part I presents the Mission’s recommendations for the 
organizing and financing of a five-year government development program for Syria. Part 

II contains a series of annexes giving detailed information on Syria’s international economic 
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internazionale di studio sul problema delle aree areetrate. (Milan: A. Giuffré. 1954.) 
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Prats, S. J. anp Hourmaxxsr, H. S. The analysis of family budgets—with an application 
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SprecerMan, M. Introduction to demography. Soc. Actuaries’ textbook. (Chicago: Soc. of 
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var. $2.) 
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Fiore, M. Welfare of nations. (New York: Philosoph. Lib. 1955. Pp. 719. $6.) 

An examination of existing societies and of the causes of their maladjustments is used 
as an introduction to the description of a more desirable future society, the political, social 
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Hunt, R. N. C. Marxism past and present. (New York: Macmillan. 1955. Pp. xi, 180. $3.) 
Lewis, J. S. Fairer shares—a possible advance in civilization and perhaps the only alterna- 
tive to Communism. (London; Staples. 1954. Pp. 244. 8s., 6d.) 1 
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Swarup, R. Communism and peasantry—implications of collectivist agriculture for Asian 
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Review of the co-operative movement in India, 1950-52. (Bombay: Agric. Credit Dept., 
Reserve Bank of India. 1955. Pp. 238.) 


National Income and Social Accounting 


Lypa.t, H. F. British incomes and savings. (Oxford: Basil Blackwell. 1955. Pp. xv, 274. 
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Business Fluctuations; Prices 

AKERMAN, J. Structures et cycles économiques, Translation of Ekonomisk teori, Vol. II, 
Kausanalys av det ekonomiska skeendet (Lund, 1944). (Paris: Presses Univ. de France. 
1955. Pp. viii, 234. Fr. 1,200.) 

Fisner, W. E. anv James, C. M. Minimum price fixing in the bituminous coal industry. 
Report of the Nat, Bur. Econ. Research, New York, in cooperation with the Indus. 
Research Dept., Wharton School, Univ. of Pennsylvania, Philadelphia. (Princeton: 
Princeton Univ. Press. 1955. Pp. xxxi, 253. $10.) 

Lertwicu, R. H. The price system and resource allocation. (New York: Rinehart. 1955. _ 
Pp. x, 372. $4.50.) 

SpretHorr, A. Die wirtschaftlichen Wechseilagen—Aufschwung, Krise, Stockung. Vol. I, 
Erklérende Beschreibung. Vol. II, Lange statistische Reihen iiber die Merkmale der wirt- 
schaftlichen Wechsellagen. (Tiibingen: J. C. B. Mohr [Paul Siebeck]. 1955. Pp. ix, 235; 
var. DM 27.) 

Wernette, P. The future of American prosperity. (New York: Macmillan. 1955. Pp. x, 
262. $3.50.) 


Money and Banking; Short-Term Credit; Consumer Finance 

AmMBERG, J. Die Politik der Schweizerischen Nationalbank—Kritische Wiirdigung auf Grund 
der modernen Kredit und Konjunktheorie. (Winterthur: P. G. Keller. 1954. Pp. 205.) 

pe Barros, N. L. Moeda, créditos, bancos e ciclos. (Sio Paulo: Edit. Atlas. 1955. Pp. 493. 
Cr$ 250,00.) 

Marx, J. The modern idolatry—being an analysis of usury & the pathology of debt. 
(Bombay : Libertarian Soc. Inst. Pp. ix, 230. Rs 12.) 

NameoupiripaD, K. N, S. A short history of Indian currency. (Poona: Continental Praka- 
shan. 1955. Pp. xvi, 386. Rs 7/8.) 

Newtyn, W. T. anv Rowan, D. C. Money and banking in British Colonial Africa—a 
study of the monetary and banking systems of eight British African territories. (New 
York: Oxford Univ. Press. Oxford: Clarendon Press. 1955. Pp. xiv, 301. $4.80.) 

Annual report of the Federal Deposit Insurance Corporation for the year ended December 
31, 1954. (Washington: Fed. Dep. Ins. Corp. 1955. Pp. xvii, 181.) 


Business Finance; Investments and Security Markets; Insurance 
CLENDENIN, J. C. Introduction to investments. 2nd ed. (New York: McGraw-Hill. 1955. 
Pp. vii, 657. $6.50.) 
GraHaM, C, AND McGotricx, C. The interpretation of financial statements. Rev. ed. 
(New York: Harper. 1955. Pp. viii, 114. $2.25.) 
Macraz, N. The London capital market—its structure, strains and management. (London: 
Staples. 1955. Pp. 285. 25s.) 
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Macerg, J. H. Property insurance. 3rd ed. (Homewood, Ill.: Richard D. Irwin. 1935. 
Pp. xv, 767. $6.50.) 

Tax formula for life insurance companies. Hearing before the Senate Committee on 
Finance, 84th Cong., Ist sess., on H. R. 7201, an act relating to the taxation of income 
of insurance companies, July 25, 1955. (Washington: Supt. Docs, 1955. Pp. 76.) 

Public Finance 

Cuermak, L. E. The law of revenue bonds. (Washington: Nat. Inst. Municipal Law 
Officers, 1954. Pp. 236.) 

Fanno, M. Scritti vari di economia e finanza. (Padova: Cedam. 1954). 

Hicks, J. R. ano Hicks, U. K. Report on finance and taxation in Jamaica. (Kingston: 
Govi. Printer. London: Crown Agents for Oversea Govt. and Admin. 1955. Pp. 171. 
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Perry, J. H. Taxes, tariffs, and subsidies—a history of Canadian fiscal development. Vols. 
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Extension of temporary increase in public debt limit. Hearing before the House Com- 
mittee on Ways and Means, 84th Cong., 1st sess. (Washington: Supt. Docs. 1955. 
Pp. 24.) 

Financing metropolitan government. A symposium conducted by the Tax Inst., Nov. 18-19, 
1954, Princeton, N.J. (Princeton: Tax Inst. 1955. Pp. viii, 295. $5.) 
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Report on budget and accounting in the United States government. By the Task Force on 
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International Economics 
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Baave, F., ed. Die Weltwirtschaft 1955. Vol. I. (Kiel: Inst. fiir Weltwirtschaft, Univ. 
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ever, in such a way, that these fluctuations will be limited in extent.” (From the fore- 
word by F. de Vries, President of the Social Economic Council of The Netherlands.) 
Catcaterra, E. Il rapporto fra i livelli nazionali dei prezzi. Saggi di teoria e pol. econ., 2. 

(Milan: A. Giuffré. 1953. Pp. x, 200. L. 800.) 
pt Narvl, G. Economia dello scambio. 3rd rev. ed. (Naples: Casa Ed. Dott. Eugenio 

Jovene. 1955. Pp. x, 326. L. 2,500.) 

Dosriansky, L. E. The free trade ideal. (Washington: L. E. Dobriansky, Georgetown 
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Gorter, W. United States Merchant Marine policies—some international economic impli- 
cations. Essays ia internat. fin., no. 23. (Princeton: Princeton Univ., Internat. Fin. Sec. 
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Hamre, G. Die Bedeutung der Sozialpolitik fiir die Europdische Integration. Kieler stud. 
no. 33. (Kiel: Inst. fiir Weltwirtschaft, Univ. Kiel. 1955. Pp. iv, 169. DM 13.) 
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act of 1934, with all amendments. (Washington: Supt. Docs. 1955. Pp. 35.) 
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pol. ser. no. 151. (Washington: Supt. Docs. 1955. Pp. iv, 79. 30¢.) 

Hardwood plywood. Report on escape-clause investigation no. 39 under the provisions 
of the Trade Agreement Extension Act of 1951. (Washington: Tariff Commission. 1955. 
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rency, 84th Cong., 1st sess. (Washington: Supt. Docs. 1955. Pp. 11.) 


International Finance Corporation. Hearings before a subcommittee of the Senate Com- 
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International trade 1954. GATT/1955-3. (Geneva: Contracting Parties to the Gen. Agree- 
ment on Tariffs and Trade. 1955. Pp. 169. $1.50.) 


Investigations under the escape clause of trade agreements. Outcome or, current status of 
applications filed with the U.S. Tariff Commission for investigations under the escape 
clause of trade agreements, as of August 1, 1955. (Washington: Tariff Commission. 
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Mutual Security Act of 1955. Hearings before the House Committee on Foreign Affairs, 
84th Cong., Ist sess. (Washington: Supt. Docs. 1955. Pp. 887.) 
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ington: Tariff Commission. 1955, Pp. 344.) 
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port of a study group sponsore! by the Woodrow Wilson Foundation and the Nat. 
Planning Assoc. (New York: Holt. 1955. Pp. 414.) 

The quest for freer trade. Prepared by Dept. Econ. and Soc. Affairs. UN pub. no.. 1955. 
IL.C.5. (New York: Columbia Univ. Press. 1955. Pp. vi, 59. 40¢.) 

Report on overseas economic operations. By the Task Force on Overseas Econ. Oper., 
Comm, on Organ. of Exec. Branch of the Govt. (Washington: Supt. Docs. 1955. Pp. 854.) 

Technical assistance programs. Hearings before a subcommittee of the Senate Committee 
on Foreign Relations, 84th Cong., 1st sess. (Washington: Supt. Docs. 1955. Pp. 396.) 

Technical cooperation in Latin America: organization of U.S. government for technical 
cooperation. (Washington: Supt. Docs. 1955. Pp. 25.) 

United States participation in the UN. Report by the President to the Congress for the 
year 1954. Dept. State pub. no. 5769. (Washington: Supt. Docs. 1955. Pp. xiii, 277. 70¢.) 

World economic report 1953-54. UN pub. no. 1955.11.C.1. (New York: Columbia Univ. 
Press. 1955. Pp. viii, 163. $1.75.) 

Business Administration 

Beckman, T. N. anv Bartets, R. Credits and collections in theory and practice. 6th ed. 
(New York: McGraw-Hill. 1955. Pp. xi, 612. $6.50.) 

Core, R. H., DeBoer, L. M., Mit.ican, R. D. anp Weppine, N. Manufacturer and dis- 
tributor brands—some facts anc issues. Bull. ser. no. 80. (Urbana: Bur. Econ. Bus. Re- 
search, Univ. of Illinois. 1955. Pp. 103. $1.) 

Frey, A. W. How many dollars for advertising? (New York: Ronald Press. 1955. Pp. ix, 
164. $4.50.) 

The objective of the author is to present an analysis of the problem of determining the 
optimum size of the advertising appropriatic 1. to describe current approaches to the prob- 
lem, and to develop in detail one proposed method, called the marketing-program approach. 
Harris, W. O. Municipal public works cost accounting manual. (Chicago: Pub. Admin. 

Service. 1955. Pp. 97.) 

McLarney, W. J. Management training—cases and principles. Rev. ed. (Homewood, IIL: 
Richard D. Irwin. 1955. Pp. xx, 371. $5.50.) 

Newcomer, M. The big business executive—the factors that made him, 1900-1950. (New 
York: Columbia Univ. Press. 1955. Pp. xii, 164. $4.) 

Paton, W. A., assisted by Paton, W. A., Jr. Corporation accounts and statements—an 
advanced course. And Problems and cases, a workbook to accompany the text. (New 
York: Macmillan. 1955. Pp. xx, 740; vii, 184. $6.75; $3.30.) 

Sampson, R. C. The staff role in management—its creative uses. (New York: Harper. 
1955. Pp. xii, 226. $4.) 

Scuuttz, G. P. anp Batpwin, G. B. Automation—a new dimension to old problems. 
(Washington: Public Affairs Press, 1955. Pp. 20.) 

Strmuson, C. W. anv Lazar, J. Recent cases and materials in business law. (Boston: 
Houghton Mifflin. 1955. Pp. xiv, 370. $3.50.) 

Warner, W. L. anp Apeccten, J. C. Occupational mobility in American business and in- 
dustry, 1928-1952. (Minneapolis: Univ. of Minnesota Press. 1955. Pp. xxi, 315. $5.50.) 

Woottarp, F. G. Principles of mass and flow production. (New York: Philosoph. Lib. 
London: Iliffe. 1955. Pp. 195. $7.50.) 

The author formulates and develops the basic principles that relate to the setting up 
of an efficient flow-production (flow-line production, straight-line production, continuous 
production) plant. The illustrations are excelient. 
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Industrial Organization; Public Regulation of Business 

Beacuen, A. Economia industrial. (Sio Paulo: Edit. Atlas, 1955. Cr$ 140,00.) 

Main, O. W. The Canadian nickel industry—a study in market control and public policy. 
Can. stud. in econ., no. 4. (Toronto: Univ. of Toronto Press. 1955. Pp. ix, 168. $3.25.) 

Srevzer, I. M. Selected antitrust cases—landmark decisions in federal antitrust. (Home- 
wood, Ill: Richard D. Irwin. 1955. Pp. x, 210. $3.50.) 

Bank mergers. Hearing before the Antitrust Subcommitee of the House Committee on 
the Judiciary, 84th Cong., 1st sess., July 5 and 6, 1955. (Washington: Supt. Docs. 1955. 
Pp. 93.) 

Control of bank holding companies. Report of the Senate Committce on Banking and 
Currency, 84th Cong., 1st sess. (Washington: Supt. Docs. 1955. Pp. 34.) 

Control of bank holding companies. Hearings before a subcommitee of the Senate Com- 
mittee on Banking and Currency, 84th Cong., 1st sess. (Washington: Supt. Docs. 1955. 
Pp. 530.) 

Controlling government corporations. (New York: Tax Foundation. 1955. Pp. 43.) 

Extension of Defense Production Act of 1950. Hearings before the House Committee on 
Banking and Currency, 84th Cong., 1st sess., July 6-8, 1955. (Washington: Supt. Docs. 
1955. Pp. 166.) 

Extension of Small Business Act of 1953. Hearings before the House Committee on Banking 
and Currency, 84th Cong., Ist sess. (Washington: Supt. Docs, 1955. Pp. 292.) 

Extension of the Small Business Act of 1953. Report of the House Committee on Banking 
and Currency, 84th Cong., 1st sess. (Washington: Supt. Docs. 1955. Pp. 19.) 

The merger movement in the textile industry. A staff report to Subcommittee No. 5 of 
the House Committee on the Judiciary, 84th Cong., Ist sess. (Washington: Supt. Docs. 
1955. Pp. 43.) 

Reconstruction Finance Corporation, in liquidation—report to the Congress. (Washington: 
Reconstruction Fin. Corp. 1954. Pp. 46.) 

Report of the Attorney General’s National Committee to Study the Antitrust Laws. Hear- 
ings before the Senate Select Committee on Small Business, 84th Cong., 1st sess., April 
27-29, 1955. (Washington: Supt. Docs. 1955. Pp. 325.) 

Report on an inquiry into loss-leader selling. Prepared by the Restrictive Trade Practices 
Commission. (Ottawa: Dept. of Justice. 1955. Pp. 278.) 

Staff study on business enterprises outside of the Department of Defense. Prepared by the 
research staff of the Comm. on Organ. of Exec. Branch of the Govt. (Washington: 
Comm. on Organ. of Exec. Branch of Govt. 1955, Pp. 118.) 


Public Utilities; Transportation; Communications 

Tarr, C. A. Commercial motor transportation. Rev. ed, (Homewood, Ill.: Richard D. 
Irwin. 1955. Pp. xiii, 673. $6.) 

TroxeL, E. Economics of transport. (New York: Rinehart. 1955. Pp. viii, 837. $7.) 

Amendments to the Natural Gas Act. Hearings before the Senate Committee on Interstate 
and Foreign Commerce, 84th Cong., Ist sess. (Washington: Supt. Docs. 1955. Pp, 1855.) 

Amendments to the Natural Gas Act, exemption of producers. Report of the Senate Cam- 
mittee on Interstate and Foreign Commerce, 84th Cong., 1st sess. (Washington: Supt. 
Docs. 1955. Pp. 90.) 

Energy requirements and economic growth. First in a series of reports on productive 
uses of nuclear energy. Prepared by E. S. Mason and the staff of the NPA Project on 


the Econ. Aspects of the Productive Uses of Nuclear Energy. (Washington: Nat. Plan- 
ning Assoc. 1955. Pp. v, 51. $1.) 
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Headwater benefits. Hearings before the Senate Committee on Interior and Insular Affairs, 
May 27, June 29, and July 13, 1955. (Washington: Supt. Docs. 1955. Pp. 73.) 

National highway program, no. 84-5. Hearings before the House Committee on Public 
Works, 84th Cong., 1st sess. (Washington: Supt. Docs. 1955. Vol. 1.) 

Niagara power development. Hearings before the House Committee on Public Works, 
June 8-10, 1955. (Washington: Supt. Docs. 1955. Pp. 326.) 

Twenty years of progress in rural electrification—the history of the Rural Electrification 
Administration as reported to the Senate on May 11, 1955. (Washington: Supt. Docs. 
1955, Pp. 49.) 

World development of atomic energy. With special supplements on U.S. bilateral agree- 
ments and the UN Geneva Conference. (New York: Atomic Indus. Forum. 1955. 
Pp. 151.) 

Water resources and power. A report to the Congress, June 1955, 84th Cong., Ist sess. 
House doc. 208. (Washington: Supt. Docs. 1955. 2 vols.) 


Industry Studies 


Cooxensoo, L., Jr. Crude oil pipe lines and competition in the oil industry. (Cambridge: 
Harvard Univ. Press. 1955. Pp. xi, 177. $4.) 

Lez, W. A. Thirty years in coal, 1917-1947—a review of the coal mining industry under 
private enterprise. (London: Mining Assoc. of G.B. 1954. Pp. 255. 16s.) 

Lenpert, B. Entwicklungstendenzen in der westeuropdischen Energiewirtschaft. Kieler 
stud. no. 35. (Kiel: Inst. fiir Weltwirtschaft, Univ. Kiel. 1955. Pp. vii, 84. DM 10.) 


Land Economics; Agricultural Economics; Economic Geography 


Bamey, E. L. Meridian—an economic analysis of a Mississippi community. (University : 
Bur. Research, Univ. of Mississippi. 1955. Pp. 104.) 

CatcaTerRA, E. L’agricoltura nello svilluppo delle economie arretrate. Saggi di teoria e 
pol. econ. 3. (Milan: A. Giuffré. 1954. Pp. 153.) 

Copetanp, L. C., Prxt, I. J. and Peterson, J. M. Estimating Tennessee’s tourist. business. 
Stud. no. 26. (Knoxville: Bur. Bus. Research, Univ. of Tennessee. 1955. Pp. vi, 119.) 
A study for the Tennessee Dept. of Conservation by the Bureau of Business Research, 

University of Tennessee, and the Institute of Research and Training in the Social Sciences, 

Vanderbilt University, in cooperation with the Tennessee Valley Authority. 

Diessuin, H. G. Agriculiural equipment financing. Occas. paper no. 50. (New York: Nat. 
Bur. Econ, Research. 1955. Pp. xvi, 95. $1.25.) 

Haysteap, L. and Fire, G. C. The agricultural regions of the United States. (Norman: 
Univ. of Oklahoma Press. 1955. Pp. xx, 288. $4.) 

A description of American agriculture, region by region, with careful attention to the 
economic and geographic factors that impinge upon it. The authors say in their intro- 
duction: “This book is designed to be severely functional. It aspires to be a tool for 
students, county agricultural agents, teachers of vocational agriculture, businessmer and 
all others interested in why the greatest industrial nation in the world should also — ive 
the largest farm output and be one of the most varied in agricultural production. }ut 
against these utilitarian goals, it is hoped that some of the drama, the beauty, and the 
quiet emotional liaison between the husbandman and his environment show through.” 
LapassE, J. Les capitaux et la région—étude géographique. Essai sur le commerce et la 

circulation des capitaux dans la région Lyonnaise. Cahiers de la Fond. Nat. des Sci. Pol. 

no. 69. (Paris: Lib. Armand Colin. 1955. Pp. xvii, 532. Fr. 1800.) 

Paterson, R. W. Changes in agricultural production in the Southeast. Essays in econ. 
no. 1. (Columbia: Bur, Bus. and Econ. Research, Univ. of South Carolina. 1955. Pp. 17.) 

Pevier, F. J. Economic geography of West Africa. (New York: Longmans, Green. 1955. 
Pp. xii, 232. $3.25.) 
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SHaw, E. B. World economic geography—with an emphasis on principles. Cartography 
by J. MacFarland. (New York: John Wiley. 1955. Pp. vii, 582. $6.50.) 
Strauss, M. W. Why not survive? (New York: Simon and Schuster. 1955. Pp. 272.) 


Turner, J. T. Marketing of sugar. Indiana Univ. Bur. Bus. Research stud. no. 38. (Home- 
wood, Ill.: Richard D. Irwin. 1955. Pp. x, 302.) 


Cotton production in the United States—crop of 1954. Prepared by the Bur. of Census. 
(Washington: Supt. Docs. 1955. Pp. 36.) 

Discussion of federal housing programs. Hearings before the Senate Committee on Bank- 
ing and Currency, 84th Cong., Ist sess. May 5, 9 and June 17, 1955. (Washington: 
Supt. Docs. 1955. Pp. 108.) 

Farm Credit Act of 1955. Hearings before a subcommittee of the Senate Committee on 
Agriculture and Forestry, 84th Cong., 1st sess., May 19 and 20, 1955. (Washington: 
Supt. Docs. 1955. Pp. 228.) 

Federal savings and loan branches. Hearing before a subcommittee of the Senate Com- 
mitiee on Banking and Currency, 84th Cong., 1st sess., on S. 972, a bill to amend the 
Home Owners’ Loan Act of 1933, May 31, 1955. (Washington: Supt. Docs. 1955. Pp. 
115.) 


Food stamp plan—disposal of surp’’s commodities. Hearings before the House Committee 
on Agriculture, June 17, 1955. (Washington: Supt. Docs. 1955. Pp. 78.) 

Glossary of commodity terms including currencies, weights and measures used in certain 
countries of Asia and the Far East. Prepared by the secretariat of the Econ. Comm. for 
Asia and the Far East. UN pub. no. 1954.II.F.4. (New York: Columbia Univ. Press. 
1955. Pp. 121. $1.25.) 

Handbook on major regional farm supply cooperatives, 1953 and 1954. Dept. Asgric., 
Farmer Coop. Serv., gen. rept. no. 18. (Washington: Supt. Docs. 1955. Pp. 69.) 

Reports of the Royal Commission on Agriculture and Rural Life, Province of Sas- 
katchewan. No. 1, The scope and character of the investigation. No. 2, Mechanization 
and farm costs. No. 3, Agricultural credit. (Regina: Queen’s Printer. 1955. Pp. xiii, 122; 
Xv, 175; xiii, 131. Gratis; $1; gratis.) 

United States agriculture—perspectives and prospects. Final ed. Background papers and 
the final report of the 7th American Assembly, May 5-8, 1955. (New York: Grad. 
School Bus., Columbia Univ. 1955. Pp. 130.) 


Labor 


ALLEN, H., compiler. Preliminary inventory of the records of the President’s Commission 
on Migratory Labor. Record group 220, Nat. Archives pub. no. 56-4. (Washington: 
Nat. Archives, Gen. Serv. Admin. 1955. Pp. v, 7.) 

Batpwin, G. B. Beyond nationalization—the labor problems of British coal. (Cambridge: 
Harvard Univ. Press. 1955. Pp. xxii, 324. $6.) 


Danxert, C, E. An introduction to labor. (New York: Prentice-Hall. 1954. Pp. xvi, 605. 
$6.75.) 


DonanuE, W., ed. Earning opportunities for older workers. (Ann Arbor: Univ. of Michi- 
gan Press. 1955. Pp. xiii, 277. $4.50.) 

Marin, G. R. El mercado de trabajo—telaciones obreropatronales. Direccién de Investi- 
gaciones Econ. de la Nacional Fin. study. (México: Fondo de Cultura Econ. 1955. Pp. 
xix, 314.) 

Nzison, J. The mine workers’ District 50—the story of the gas, coke, and chemical 
unions of Massachusetts and their growth into a national union. (New York: Exposi- 
tion Press. 1955. Pp. 158. $3.50.) 

Rowe, E. K. and Kirrner, D. R., with others. Digest of one-hundred selected health and 


insurance plans under collective bargaining. BLS bull. 1180. (Washington: Supt. Docs. 
1955. Pp. 208.) 
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Tart, P. Economics and problems of labor. 3rd ed. (Harrisburg, Pa.: Stackpole Co. 1955. 
Pp. viii, 821. $6.50.) 

———. The structure and government of labor unions. (Cambridge: Harvard Univ. 
Press. 1954. Pp. xix, 312. $6.) 

Tripp, L. R., ed. Proceedings of the seventh annual meeting, Industrial Relations Research 
Association, Detroit, Michigan, December 28-30, 1954. Pub. no. 14. (Madison: Univ. of 
Wisconsin, Indus. Rel. Research Assoc. 1955. Pp. ix, 332. $3.) 

(New York: Harper. 1955. Pp. xii, 268. $4.) 

Worrorp, B. M. and Ketty, T. A. Mississippi workers, where they come from and how 
they perjurm—a study of working forces in selected Mississippi industrial plants. Pub- 
lished for Bus. Research Sta., Mississippi State College. (University: Univ. of Alabama 
Press. 1955. Pp. xiv, 148. $3.) 

Wootton, B. The sociai foundations of wage policy—a study of contemporary British 
wage and salary structure. (New York: W. W. Norton. 1955. Pp. 200. $3.75.) 

Analysis of work stoppages, 1954—major developments and annual statistics. BLS bull. 
1184. (Washington: Supt. Docs. 1955. Pp. 37. 30¢.) 

Economic forces in the U.S.A. in facts and figures. Release no. 3, Sept. 1954, The United 
States, its people, its labor force, and its economy. Prepared by BLS in coop. with FOA. 
(Washington: Bur. Lab. Stat. 1954, Pp. 96.) 

Federal labor laws and agencies—a layman’s guide. BLS bull. 123. (Washington: Supt. 
Docs. 1955. Pp. 99.) 

Living and working conditions of indigenous populations in independent countries. Internat. 
Lab. Conf. 39th sess. 1956. Rept. VIII (1). (Geneva: Internat. Lab. Off. 1955. Pp. iv, 
189.) 

Longshoremen’s and harbor workers’ compensation. Hearings before the Subcommittee on 
Lahor of the Senate Committee on Labor and Public Welfare, 84th Cong., 1st sess. 
(Washington: Supt. Docs. 1955, Pp. 108.) 

Ninth report of the International Labour Organisation to the United Nations. (Geneva: 
Internat. Lab. Off. 1955. Pp. iv, 108. $1.) 

Welfare and pension plans investigation. Hearings before a subcommittee of the Senate 
Committee on Labor and Public Welfare, 84th Cong., 1st sess., March 21-23, 1955. 
(Washington: Supt. Docs. 1955. Pp. 836.) 


Population; Social Welfare and Living Standards 

Avsrecat, G. Sozialpolitik (Géttingen: Vandenhoeck and Ruprecht. 1955. Pp. 242. DM 
14.80.) 

Larson, A. Know your social security. (New York: Harper. 1955. Pp. xvi, 220. $2.95.) 
A handbook designed for the use of both employers and employees. 

Intergovernmental Committee for European Migration, and immigration to the United 
States. Report of a special subcommittee of the House Committee on the Judiciary, 84th 
Cong., 1st sess., July 29, 1955. (Washington: Supt. Docs. 1955. Pp. 137.) 


Report on the sample survey of Ceylon’s consumer ‘finances conducted in May, 1953. 
(Colombo: Central Bank of Ceylon. 1954. Pp. ix, 78. 50¢.) 


The states and their older citisens—a report to the Governors’ Conference. (Chicago: 
Council of State Governments. 1955. Pp. xvii, 176, $3.) 


Unclassified 
BarBasu, J. Universities and unions in workers’ education. (New York: Harper. 1955. Pp. 
xv, 206. $3.) 


Hopnett, E. Industry-college relations. (Cleveland and New York: World Pub. Co. 1955. 
Pp. 158. $3.50.) 
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Poptat, S. L., ed. Asia and Africa in the modern world—basic information concerning inde- 
pendent countries. Pub. under the auspices of Asian Relations Organ. (New York: Inst. 
Pacific Relations. Bombay and Calcutta: Asia Pub. House. 1955. Pp. 220. $1.25; Rs 
5/-.) 

Srecrriep, A. America at mid-century. Transl. from the French by M. Ledésert. (New 
York : Harcourt, Brace. 1955. Pp. 357.) 

Soute, G. Time for living. (New York: Viking. *955. Pp. vii, 134. $3.) 

“If this nation is now distinguished from others by its successful dedication to techno- 
logical advance more than by anything else, it would be well to question where that 
dedication is leading, not just tomorrow or next year, but in the more distant future” 
(p. 14). 

Stearns, L. How to live with your investments. (New York: Simon and Schuster. 1955. 
Pp. xii, 142. $2.95.) 

STEINBERG, S. H., ed. The staesman’s year-book—statistical and historical annual of the 
states of the world for the year 1955. (New York: St. Martin’s Press. London: Mac- 
millan. 1955, $8.50.) 

Tuompson, W. S. Growth and changes in Calijornia’s population. With chapters by V. 
Fuller and R. C. Singleton. (Los Angeles: Haynes Foundation. 1955. Pp. xxx, 377. $5.) 

The businessman’s guide to government information and advice. (Washington: Am. Assoc. 
for Pub. Information, Education and Research. 1955. Pp. 148. $2.) 

Current research in human fertility. Papers presented at the 1954 annual conference of the 
Milbank Memorial Fund. (New York: Milbank Memorial Fund. 1955. Pp. 162. $1.) 

The international register of current team research in the social sciences (1950-1952)—a 
tentative survey. UNESCO no. SS.54.111.6.AF. (New York: Columbia Univ. Press. 1955. 
Pp. 309. $4.) 

L’ Istituto per la ricostruzione industriale. (Turin: U.T.E.T. 1955.) 

Contains history and programs of reorganization of the Institute. 

Report to the President of the U.S. Commission on Intergovernmental Relations, June 1955. 
(Washington: Supt. Docs. 1955. Pp. 311.) 
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=, D. H. Australia as a factor in the sterling area. Lloyds Bank Rev., July 1955. 

. 13. 

Mutter, I. L. The Sterling Area. So. Afr. Jour. Econ., June 1955. Pp. 11. 

PARKINSON, J. R. The terms of trade and the national income 1950-2. Oxford Econ. 
Papers, June 1955. Pp. 20. 

Pizer, S. anv Cutter, F. International investments and earnings. Surv. Curr. Bus., Aug. 
1955. Pp. 11. ‘ 

H. Die Montanunion und die europdischen Integrationsbestrebungen. Wirtschaft 
und Recht, 1955, VII (2). Pp. 13. 

Porter, J. The British timber duties, 1815-60. Economica, May 1955. Pp. 15. 

Rosertson, D. H. La convertibilidad. Moneda y Crédito, Sept. 1954. Pp. 14. 

Savosnik, K. M. Nagra anmdrkningar om autonoma och inducerade férdndringar i terms 
of trade for ett litet land. Ekon. Tids., July 1955. Pp. 9. 
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Spracos, J. Consumers’ behaviour and the conditions for exchange stability. Economica, 
May 1955. Pp. 10. 

TamMMINEN, M. Kansainvalinen Valuuttarahasto ja valuuttakurssien muutokset. (With Eng- 
lish summary, “The International Monetary Fund and the changes in exchange rates.” ) 
Kansantaloudeilinen Aikakauskirja, 1955, LXX (2). Pp. 19. 

Tuorp, W. L. I progressi dell’/Europa verso Vintegrazione economica. (With English sum- 
mary.) Mondo Aperto, Apr. 1955. Pp. 15. 

Uzair, M. The pattern of Pakistan’s foreign trade, 1948-54. Indian Jour. Econ., Apr. 1955. 
Pp. 18. 

Vert, O. Las relaciones entre la politica econémica y la balanza de pagos. Moneda y 
Crédito, Sept. 1954. Pp, 16. 

VERNON, R. Foreign trade and national defense. For. Affairs, Oct. 1955. Pp. 12. 

ZarKka, C. Le comportement des groupes dans la vie économique internationale. (With 
English summary.) Rev. Econ., July 1955. Pp. 24. 

ZASSENHAUS, H. K. Direct effects of a United States recession on imports: expectations and 
events. Rev. Econ. Stat., Aug. 1955. Pp. 25. 

The Colombo Plan. Internat. Lab. Rev., May 1955. Pp. 18. 


Il commercio estero italiano nel 1954. (With English summary.) Mondo Aperto, June- 
Aug. 1955. Pp. 42. 


Dollar pooling in the sterling area: Comment by A. M. Kamarck. Comment by I. Greaves. 
Reply by K. M. Wright. Am. Econ. Rev., Sept. 1955. Pp. 10. 


Business Administration 
Bricut, J. R. How to evaluate automation. Harvard Bus. Rev., July-Aug. 1955. Pp. 11. 
Dean, J. Decentralization and intracompany pricing. Harvard Bus. Rev., July-Aug. 1955. 
Pp. 10. 
Gorpperc, L. Concepts of depreciation. Accounting Rev., July 1955. Pp. 17. 


Goris, R. L’entreprise et aspect humain du probléme de la productivité. Vie Econ. et 
Soc., May 1955. Pp. 21. 

. Les conseils d’enterprise en Belgique. Vie Econ. et Soc., May 1955. Pp. 15. 

Hucu-Jones, E. M. Industrial productivity: the lessons of Fawley. Jour. Indus. Econ., 
July 1955. Pp. 11. 

Hurnt, M. Decision making in the age of automation. Harvard Bus. Rev., Sept.-Oct. 
1955. Pp. 10. 


Jastram, R. W. A treatment of distributed lags in the theory of advertising expenditure. 
Jour. Marketing, July 1955. Pp. 11. 


Patton, A. Industry patterns of executive compensation. Harvard Bus. Rev., Sept.-Oct. 
1955. Pp. 12. 


Symonps, G. H. Mathematical programming as an aid to decision making. Adv. Manag., 
May 1955. Pp. 7. 


Tone, R. G. Product costing to support price differentials. N.A.C.A. Bull., Sept. 1955. Pp. 7. 


Verna, A. Criteri generali che orientano le valutazioni di bilancio nelle imprese. Annali 
Fac. di Sci. Pol. Econ, e Com., 1954-55 (3). Pp. 116. 
Zappa, G. L’orientamento delle produzioni d’impresa. (With English summary.) Risparmio, 
July 1955. Pp. 22. 
Special compensation issue. Manag. Rec., Juae 1955. Pp. 26. 
Industrial Organization; Public Regulation of Business 
Apams, W. Resale price maintenance: fact and fancy. Yale Law Jour., June 1955. Pp. 24. 


Bassett, P. Della pianificazione “volontaristica” realizzatta nel settore siderurgico inglese 
in questo dopoguerra. Riv. Internaz. di Sci. Econ. e Com., May-June 1955. Pp. 42. 
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1955. Pp. 7. 

Franke, M. The effects of fair trade: fact and fiction in the statistical findings. Jour. 
Bus. Univ. Chicago, July 1955. Pp. 13. 

MarxuHam, J. W. The per se doctrine and the new rule of reason. So. Econ. Jour., July 
1955. Pp. 10. 

Setpen, R. T. Accelerated amortization and industrial concentration. Rev. Econ. Stat., 
Aug. 1955. Pp. 10. 

Suviranta, B. Valtiojohtoisen talouden ongelmia. (With English summary, “Some prob- 
lems of state intervention.”) Kansantaloudellinen Aikakauskirja, 1955, LXX (2). Pp. 8. 

Bank mergers and consolidations. Fed. Res. Bull., June 1955. Pp. 6. 

Report of the Attorney General’s National Committee to Study the Antitrust Laws— 
symposium review. (Six articles reviewing the most interesting and important chapters 
of the Report.) Mich. Law Rev., June 1955. Pp. 120. 

Public Utilities; Transportation; Communications 

Brack, G. Agricultural interest in the regulation of truck transportation. Jour. Farm 
Econ., Aug. 1955. Pp. 13. 

Borum, E. A. The impact of electricity. Econ. Record, May 1955. Pp. 16. 

Grit, C. La formasione del valore nelle imprese di utilita pubblica. Studi Econ., Jan.- 
Apr. 1955. Pp. 28. 

Guercken, C. P. Economic appraisal of the private electric utility industry. Pub. Util. 
Fort., June 23, 1955. Pp. 16. 

Koss, D. A. Uncle Sam—biggest utility customer. Pub. Util. Fort., July 21, 1955. Pp. 11. 

Lrmer, E. The elasticity of demand for railroad transportation of Florida produce. 
Jour. Farm Econ., Aug. 1955. Pp. 9. 

Morrissey, F. P. A reconsideration of cost of capital and a reasonable rate of return. 
Land Econ., Aug. 1955. Pp. 16. 

Newman, P. C. Pooling and combinations in international aviaiion. Fed. Econ. Rev., 
Apr. 1955. Pp, 30. 

Pike, S. T. Model state law for atomic energy regulation. Pub. Util. Fort., June 9, 1955. 
Pp. 10. 

ye A. Operating efficiency of Indian railways, 1934-51. Indian Econ. Rev., Feb. 1955. 

Roux, R. Variations sur une demande différentielle: tarif et trafic au métro de Paris, 
1948-1950. (With English summary.) Rev. Econ., July 1955. Pp. 11. 

Vocet, H. D. Is TVA’s allocation of costs fair? Pub. Util. Fort., June 9, 1955. Pp. 7. 

Wiison, G. W. Effects of velue-of-service pricing upon motor common carriers. Jour. 
Pol. Econ., Aug. 1955. Pp. 8. 

Atomic energy and social policy. Internat. Lab. Rev., July 1955. Pp. 20. 

Regulation of natural gas at the well: its pros and cons. Corp. Dir., June 1955. Pp. 10. 


Industry Studies 

BertaRELLi, V. L’industria delle fisarmoniche con particolare riguardo alla determinazione 
dei costi. Annali Fac. di Sci. Pol. Econ. e Com., 1954-55 (3). Pp. 102. 

HERNBERG, G. Aktuella preduktivitetsproblem i var industri. Ekon. Samfundets Tids., 
1955, VIII (2). Pp, 15. 

Masson, F. G. Structure and performance in the titanium indusiry. Jour. Indus. Econ., 
July 1955. Pp. 19. 

Oxrrona Visconti, L. Energia eletirica: problema mondiale. (With English summary.) 
Mondo Aperto, June-Aug. 1955. Pp. 7. 
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Onopy, O. A industrializagéo do estanho. (The tin industry.) Estud. Econ., July-Dec. 1954. 
Pp. 130. 

Sates, W. H. Changing patterns of pit performance. Jour. Indus. Econ., July 1955. Pp. 13. 

Sastrt, J. V. S. R. The rationale of rationalisation in the cotton textile and jute industries. 
Indian Jour. Econ., Apr. 1955. Pp. 10. 

Soto, R. The new threat of synthetic to natural rubber. So. Econ. Jour., July 1955. Pp. 
10. 

VerHutst, M. anp Fourceaup, C. Détermination du volume du chiffre d'affaires et de 
la demande de laine en France de 1946 & 1952. L’industria, .955 (2). Pp. 43. 

VirxovircH, B. The U. K. cotton industry, 1937-54. Jour. Indus. Econ., July 1955. Pp. 25. 


Land Economics; Agricultural Economics; Economic Geography 
Anprews, R. B. Mechanics of the urban economic base: causes and effects of changes in 
the base ratios and the base ratio elements (II). Land Econ., Aug. 1955. Pp. 12. 
Dantwata, M. L. Land policies in Asia and the Far East. India Quart., Apr.-June 1955. 
Pp. 9. 


Detx’Amore, G. I presupposti finanziari dello sviluppo dell’agricoltura italiana. (With 
English summary.) Risparmio, May 1955. Pp. 37. 

Ducorr, L. J. Classification of the agriculture population in the United States. Jour. Farm 
Econ., Aug. 1955. Pp. 13. 

Exuicxson, J. C. Trends in number of firms classified by size. Jour. Farm Econ., Aug. 
1955. Pp. 5. 

Femserc, C. G. Uranmalmlejerne og mulighederne for fremtidig uranproduktion. Okon. 
og Pol., 1954, XXVIII (3-4). Pp. 15. 

Fox, K. A. Changes in the structure of demand for farm products. Jour. Farm Econ., 
Aug. 1955. Pp. 18. 

—— anv Taeuser, R. C. Spatial equilibrium: livestock-feed economy. Am. Econ. Rev., 
Sept. 1955. Pp. 25. 

GassEr-STAGER, W. Die Stellung der Landwirtschaft in der schweiserischen Volkswirtschaft. 
Wirtschaft und Recht, 1955, VII (2). Pp. 24. 

Gruies, J. anp Curtis, C. The structure of local mortgage markets and government 
housing finance programs. Jour. Finance, Sept. 1955. Pp. 13. 

Hacug, D. C. anp Dunnina, J. H: Costs in alternative locations: the radio industry. 
Rev. Econ. Stud., 1954-55, XXII (3). Pp. 11. 

Heavy, E. O. ano Stranp, E. G. Efficiency within American agriculture. Jour. Farm Econ., 
Aug. 1955. Pp. 14. 

Hopp, H. anv Foote, R. J. A statistical analysis of factors that affect prices of coffee. 
Jour. Farm Econ., Aug. 1955. Pp. 10. 

Jounson, R. W. M. The aggregate supply of New Zealand farm products. Econ. Record, 
May 1955. Pp. 11. 

Juréen, L. The surplus in Swedish agricultural production. Skandinav. Bank. Quart. 
Rev., July 1955. Pp. 7. 

Matset, S, F. Housing data obtained by sampling public records. Land Econ., Aug. 1955. 
Pp. 12. 

Mattia, J. M. anp THompson, W. R. The measurement of the economic base of the 
metropolitan area. Land Econ., Aug. 1955. Pp. 14. 

McCormick, F. B. Livestock and grain market reports—they can be improved. Jour. 
Farm Econ., Aug. 1955. Pp. 10. 

Narpuzzi, N. La politica edilizia in economia parsialmente di mercato. Amnali Fac. di 
Sci. Pol. Econ. e Com., 1954-55 (3). Pp. 182. 
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Nortu, D. C. Location theory and regional economic growth. Jour. Pol. Econ., June 
1955. Pp. 16. 

Peterson, G. A. Selection of maximum profit combinations of livestock enterprises and 
crop rotations. Jour. Farm Econ., Aug. 1955. Pp. 9. 

Puatan, J. L. The private business of public housing. Harvard Bus. Rev., Sept.-Oct. 
1955. Pp. 9. 

Smita, M. M. Financial hardship cases handled by the Fight-Blight Fund. Mo. Lab. 
Rev., Aug. 1955. Pp. 7, 

Smarty, V. E. Perfect vs. discontinuous input markets: a linear programming analysis. 
Jour. Farm Econ., Aug. 1955. Pp. 8. 

Tanc, H.-S. anp Cuen, J.-L. Land-to-the-tiller policy and its implementation in Formosa. 
Land Econ., Aug. 1955. Pp. 8. 

The balance sheet of agriculture, 1955. Fed. Res. Bull., Aug. 1955. Pp. 10. 

1955 survey of consumer finances: housing arrangements of consumers. Fed. Res. Bull., 
Aug. 1955. Pp. 13. 


Labor 


Beat, E. F. Codetermination in German industry: origins of codetermination. Indus. Lab. 
Rel. Rev., July 1955. Pp. 16. 

Berxowl11z, M. Union shop authorization referendum. So. Econ. Jour., July 1955. Pp. 10. 

CHERNICK, J. AND Berkow1Tz, M. The guaranteed wage—the economics of opulence in 
collective bargaining. Jour. Bus. Univ. Chicago, July 1955. Pp. 13. 

CrutcurieLp, J. A. Collective bargaining in the Pacific Coast fisheries: the economic is- 
sues. Indus. Lab. Rel. Rev., July 1955. Pp. 16. 

Dané, S. Salaire nominal et salaire réel. (With English summary.) Rev. Econ., July 1955. 
Pp. 25. 

Daya, E. Freedom of association and industrial relations in Asian countries: Il. Internat. 
Lab. Rev., May 1955. Pp. 31. 


Estey, M. S. Patterns of union membership in the retail trades. Indus. Lab. Rel. Rev., July 
1955. Pp. 8. 


HeENnperson, J. P. A deviation in the pattern of relative earnings for production workers 
and office personnel. Jour. Bus. Univ. Chicago, July 1955. Pp. 11. 

Hovucu, L. An asset influence in the labor market. Jour. Pol. Econ., June 1955. Pp. 14. 

Karka, A. O impacto do novo salério minimo. (The impact of the new minimum wage.) 
Rev. Brasil. de Econ., Dec. 1954. Pp. 52. 

Leeman, W. A. The guaranteed annual wage, employment and economic progress. Indus. 
Lab. Rel. Rev., July 1955. Pp. 7. 

Marcuat, J. Esquisse d’une théorie moderne des salaires et d’une théorie générale de la 
répartition. (With English summary.) Rev. Econ., July 1955. Pp. 24. 

McIntosH, M. The negotiation of wages and conditions of service for local government 
employees in England and Wales—-Part I. Pub. Admin., Summer 1955. Pp. 14. 

McPuerson, W. H. Codetermination in German industry: codetermination in practice. 
Indus. Lab. Rel. Rev., July 1955. Pp. 21. 

Morris, M. D. Labor discipline, trade-unions, and the state in India. Jour. Pol. Econ., 
Aug. 1955. Pp, 16, 

Muniz, E. E. The decline in wage differentials based on skill in the United States. In- 
ternat. Lab. Rev., June 1955, Pp. 18. 

PueEtrs Brown, E. H. anp Hopxuns, S. V. Seven centuries of building wages. Economica, 
Aug. 1955. Pp. 12. 

RAFFAELE, J. A. Trade unionism and collective bargaining in Italy. Soc, Research, Sum- 
mer 1955. Pp. 25. 
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Rocow, A. A. Labor relations under the British Labor Government. Am. Jour. Econ. 
Soc., July 1955. Pp. 20. 


Seastone, D. A. The history of guaranteed wages and employment. Jour. Econ. Hist., 
1955, XV (2). Pp. 17. 


Wuister, T. L. What GAW means to management. Dun’s Rev., June 1955. Pp. 2. 


Wicock, R. C. ano Soper, I. Secondary labor force mobility in four Midwestern shoe 
towns. Indus. Lab. Rel. Rev., July 1955. Pp. 21. 


Witney, F. Changing N.L.R.B. policies: 1953-1954. So. Econ. Jour., July 1955, Pp. 15S. 
Contract clauses on seniority as a factor in layoffs. Mo. Lab. Rev., July 1955. Pp. 6. 
The labor market in mid-1955. Fed. Res. Bull., Aug. 1955. Pp. 7. 

Labor relations. Fed. Bar Jour., Jan.-Mar. 1955. Pp. 80. 

The 1955 Ford and General Motors union contracts. Mo. Lab. Rev., Aug. 1955. Pp. 7. 
The practice of seniority in southern pulp mills. Mo. Lab. Rev., July 1955. Pp. 9. 
Productivity trends in European manufacturing. Internat. Lab. Rev., May 1955. Pp. 10. 
Recent trends in industrial wages. Internat. Lab. Rev., May 1955. Pp. 16. 

A review of automatic technology. Mo. Lab. Rev., June 1955. Pp. 8. 

Unemployment in New England textile communities. Mo. Lab. Rev., June 1955. Pp. 4. 
Union-security provisions in agreements, '°74..Mo. Lab. Rev., June 1955. Pp. 10. 


Population; Social Welfare and Living Standards 


Be.tsHaw, H. Population growth and levels of consumption in New Zealand. Econ, Record, 
May 1955. Pp. 17. 

BENJAMIN, B. and others. Curent population problems, with particular reference to the 
United Nations World Population Conference. Jour. Royal Stat. Soc., 1955, CXVIII (1). 
Pp. 16. 

BRENNAN, T. Household structure and family income. Scot. Jour. Pol. Econ., June 1955. 
Pp. 6. 

Dovstet, J. La sécurité sociale et les frontiéres: formation d’un droit international. 
Population, Apr.-June 1955. Pp. 24. 

Egner, E. Okonomische Probleme der Familienpolitik (11). Schmollers Jahrb., 1955, LX XV 
(3). Pp. 26. 

Ferser, R. On the stability of consumer expectations. Rev. Econ. Stat., Aug. 1955. Pp. 11. 

GotpsteIn, S. Migration and occupational mobility in Norristown, Pennsylvania. Am. 
Soc, Rev., Aug. 1955. Pp. 6. 

Knott, E. Die sozialethischen und rechtlichen Wandlungen in der Beurteilung des Ar- 
menwesens. Zeitschr. f. die ges. Staatswiss., 1955, CXI (3). Pp. 20. 

Leprro, M. Tarveteoria kansantaloustieteessé. (With English summary, “The theory of 
want in the science of economics.”) Kansantaloudellinen Aikakauskirja, 1955, LXX 
(2). Pp. 12. 

Logs, B. S. The use of Engel’s Laws as a basis for predicting consumer expenditures. 
Jour. Marketing, July 1955. Pp. 8. 

Macura, Minos. La population de la Yougoslavie et ses conditions de développement. 
Population, Apr.-June 1955. Pp. 22. 

Maystre, J. Social security and the medical profession. Internat. Lab. Rev., May 1955. 
Pp. 12. 

Musux1n, S. Fiscul status of old-age and survivors insurance programs in the United 
States. Nat. Tax Jour., June 1955. Pp. 22. 


ProsPERETTI, U. Sulle nozioni di protezione sociale e di sicurezza sociale. Annali Fac. di 
Sci. Pol. Econ. e Com., 1954-55 (3). Pp. 18. 
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Rouruicu, G. F. Employment Security Administrative Financing Act of 1954. Lab. Mar- 
ket and Empl. Sec., July 1955. Pp. 6. 

Scuuiz, T. A “human needs” diet: Spring 1955. Bull. Oxford Univ. Inst. Stat., May 1955. 
Pp. 2. 

——. The means of subsistence: income from earnings and from assistance, 1935-53. 
Bull. Oxford Univ. Inst. Stat., May 1955, Pp. 24. 

Sutter, J. Le mouvement dans le monde en faveur de la limitation des familles (1945- 
1954). Population, Apr.-June 1955. Pp. 18. 

Wane, N. T. Some problems of international comparison of public social expenditures. 
Indian Econ. Rev., Feb. 1955. Pp. 20. 

Wotp, K. G. Can the modern state afford more welfare? Internat. Lab. Rev., May 1955. 
Pp. 15. 

A review of unemployment insurance activities during 1954. Lab. Market and Empl. Sec., 
Mar, 5, 1955. Pp. 7. 

Social Security Act: the first twenty years. Soc. Sec. Bull., Aug. 1955. Pp. 32. 

Unemployment insurance financial developments through December 1954. Lab. Market 
and Empl. Sec., July 1955. Pp. 10. 


Unclassified 


Harr, R. The place of the economist in government. Oxford Econ. Papers, June 1955. 
Pp. 17. 

Pearson, E. S, and others. The teaching of mathematical statistics at university level. 
Jour. Royal Stat. Soc., 1955, CX VIII (2). Pp. 42. 

Rostow, W. W. Russia and China under communism. World Pol., July 1955. Pp. 19. 
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NOTES 


Preliminary preparations are now under way for the publication of a 1956 edition of the 
Directory of the American oe Association, replacing the one published in 1948. 
Proposals for revision of the present classification by subject matter used to classify 
members according to their fields of specialization, and also used in the classification of 
bibliographical materials in the American Economic Review, are being studied. Members of 
the Association who have any ideas for the improvement of the present system of classifi- 
cation are strongly urged to submit their suggestions to the secretary of the Association, 
Professor James Washington Bell, at Northwestern University. 


ANNOUNCEMENTS 


The National Science Foundation is interested in developing a body of interrelated 
studies on the economic effects of scientific research and develepment. The Foundation 
invites the submission of proposals for soundly conceived, well-planned studies in this 
broad area. They may cover the entire economy, an industry, or a particular company. 
They may be national or regional in scope, A brochure giving a list of possible studies and 
indicating the form in which proposals should be prepared may be obtained from the 
National Science Foundation, Washington 25, D.C. 


Estudios Econémicos Espafioles y Europeos, S.A. (Society for Spanish-European 
Economic Studies) in Madrid, Spain, has announced a 150,000 pesetas prize for a paper, 
in French or English, on the Locational Changes in Economic Activity as a Result of 
European Economic Unification. Terms of the contest are described in a brochure that 
may be procured from the European Branch, Information Center Service, U. S. Informa- 
tion Agency, Washington 25, D.C. 


The first issue of Productivity Measurement Review was published in May 1955 by the 
Economic Factors Division of the European Productivity Agency, O.E.E.C, The periodical 
will publish original articles dealing with problems encountered in productivity measure- 
ment and will provide a medium for publication and discussion of papers on the general 
aspects of productivity measurement or methods which might be applied to a number of 
different industries, The periodical, which is published quarterly, may be obtained from 
the O.E.E.C. Sales and Distribution Section, 2, rue André Pascal, Paris 16e, or from the 
Publications Office, O.E.E.C, Mission, Suite 61—2002 P St., N.W., Washington 6, D.C. 
(Price 50 cents; 3 shillings; 150 French francs.) 


Deaths 


Benjamin H. Hibbard, emeritus professor of agricultural economics at the University 
of Wisconsin, died on August 12, 1955. 

George T. Starnes, professor of labor economics at the University of Virginia, died July 
6, 1955. 

Appointments and Resignations 

Moses Abramovitz has been appointed visiting professor of economics in the Wharton 
School, University of Pennsylvania. 

John F. Adams has been appointed lecturer in insurance in the Wharton School, Uni- 
versity of Pennsylvania. 

Industrial and Labor Relations, Cornell University. 


1953 
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Kenneth O. Alexander has been appointed instructor in economics at Michigan State Uni- 
versity. 

Jahangir Amuzegar, formerly of Whittier College, has accepted an appointment as as- 
sistant professor of economics at Pomona College. 

Donald L. Anderson has been appointed instructor in the School of Business Administra- 
tion, University of Minnesota. 

J. D. Anderson has resigned from the University of Florida to enter private business. 

Henry G. Aubrey has been promoted to visiting professor in the Graduate Faculty of 
Political and Social Science in the New School for Social Research. 

E. K. Austin, of the University of Alabama, has been appointed visiting associate pro- 
fessor of economics at the University of Florida. 

Ronald E. Babcock has been appointed assistant professor in the School of Business 
Administration, University of Oregon. 

Martin J. Bailey has been appointed assistant professor of economics at the University 
of Chicago. 

Billy L. Barnes has been appointed assistant professor of accounting at the State Univer- 
sity of Iowa. 

Robert R. Barnes has been apvointed instructor in economics at the Wharton School, 
University of Pennsylvania. 

James W. Bell was awarded an honorary degree of doctor of laws at the June 1955 
commencement of the University of Colorado. He has retired from teaching at North- 
western University. 

Stuart A. Bessler has been appointed instructor in the School of Business Administration, 
University of Minnesota. 

Francis M. Boddy, professor of economics, is serving as assistant dean of the School of 
Business Administration, University of Minnesota. 

Carl T. Brehm has been appointed instructor in economics at Michigan State University. 

Alexander Bressler has been appointed instructor in business law and accounting at 
Brooklyn College. 

D. H. Buchanan, professor emeritus of the University of North Carolina, is teaching at 
Lambuth College in Jackson, Tenn. in the current term. 

James N. Byers has been appointed instructor in accounting in the Department of 
Business Administration, Texas A & M College. 

Phillip D. Cagan, of the National Bureau of Economic Research, has been appointed 
assistant professor of economics at the University of Chicago. 

James D. Calderwood, who has been with the Committee for Economic Development 
on leave from Ohio State University, has accepted an appointment as professor of inter- 
national economics at Claremont Graduate School. 

Robert W. Campbell has been appointed instructor in economics at the University of 
Southern California. 

Dudley D. Carroll has been appointed Kenan professor of economics at the University of 
North Carolina. 

Marion Carson has been appointed instructor in accounting at the University of Florida. 

K. Laurence Chang, of the University of Dayton, has been appointed enttent professor 
of economics at Baldwin-Wallace College. 

Benjamin Chinitz has been appointed instructor in economics at Brown University. 

John S. Chipman, formerly of Harvard University, has been appointed associate pro- 
fessor of economics in the School of Business Administration, University of Minnesota. 

Stanley Chipper, of Michigan State University, has joined the faculty of Butler Uni- 
versity as associate professor of economics, 
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Carl F. Christ, of Johns Hopkins University, has been appointed associate professor of 
economics at the University of Chicago. | 

Paul G. Clark has been promoted to associate professor of economics at Williams College. 

Paul W. Cook has resigned from the School of Business, University of Chicago, to 
become assistant professor of business administration in the Graduate School of Business 
Administration at Harvard University. 

George W. Cubberly has resigned as assistant to the dean of the School of Business Ad- 
ministration, University of Miami, and has been appointed instructor in the department 
of marketing. 

Jack F. Culley has been appointed associate professor and director of the Bureau of 
Labor and Management at the State University of Iowa. 

Scott Cutlip has been appointed visiting professor at the New York State School of 
Industrial and Labor Relations, Cornell University. 

Paul Davidson has been appointed instructor in economics in the Wharton School, 
University of Pennsylvania. 

David G. Davies has been appointed assistant professor of economics in the College of 
Business Administration, University of Cincinna™. 

John A. Dawson, on leave from the Canada Department of Agriculture, has been ap- 
pointed research associate in agricultural economics at the University of Chicago. 

Emile Despres, of Williams College, is on leave in Karachi as a member of the Harvard 
Graduate School of Public Administration group of advisers to the Pakistan Planning 
Board. 

C. T. Devine, formerly of the University of Southern California, has been appointed 
visiting professor of accounting at the University of Florida. 

William S. Devino has been appointed instructor in economics at Michigan State Uni- 
versity. 

Robert E. Dillon has been promoted from assistant professor to associate professor of 
marketing in the College of Business Administration, University of Cincinnati. 

Angelo A. Dipasqua has been appointed instructor in statistics in the Wharton School, 
University of Pennsylvania. 

Joel B. Dirlam, formerly at Connecticut College for Women, has been appointed as- 
sociate professor of economics at the University of Connecticut. 

James C. Dockeray, formerly of the Department of Commerce, has been appointed pro- 
fessor of finance and executive officer of the Department of Business Administration, 
George Washington University. 

H. B. Dolbeare has retired from his post as professor of economics at the Unversity of 
Florida. 

Evsey Domar has resigned as visiting associate professor of economics at Columbia 
University. 

Ronald Donovan has been appointed assistant professor in the New York State School 
of Industrial and Labor Relations, Cornell University. 

James Dozier has been appointed instructor in business law in the department of business 
administration, Texas A & M College. 

E. S. Dunn, Jr., has been promoted from assistant professor to associate professor in the 
department of economics, University of Florida. 

James O. Eaton, formerly of Saint Louis University, has been appointed visiting assistant 
professor in the School of Business Administration, University of Minnesota. 

Paul W. Eaton has been appointed instructor in the School of Business Administration, 
University of Minnesota. 


William A. Ericson has been appointed instructor in statistics in the Wharton School, 
University of Pennsylvania. 
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Alexander Erlich has been appointed visiting lecturer for three years in the East 
Central European Program at Columbia University. 

Fred C. Ford has been appointed instructor in statistics in the Wharton School, Univer- 
sity of Pennsylvania. 

Karl A. Fox, formerly of the Council of Economic Advisers, has been appointed head 
of the department of economics and sociology at Iowa State College, replacing William 
G. Murray who is now devoting full time to teaching and research. 

Gilford Frazee has been appointed instructor in accounting at the University of Pitts- 
burgh School of Business Administration. 

Arthur M. Freedman has been appointed lecturer in finance in the Wharton School, 
University of Pennsylvania. 

C. W. Fristoe has been promoted from assistant professor to associate professor in 
the College of Business Administration, University of Florida. 

Victor R. Fuchs has been promoted to assistant professor of economics at Columbia 
University. 

William R. Gale has been appointed assistant director of the Bureau of Personnel Rela- 
tions and Placement, and lecturer in mafMf&gement in the School of Business of Indiana 
University. ‘ 

George Garvy, senior economist of the Federal Reserve Bank of New York, has returned 
from Colombia where he served as chief economist of an IBRD survey mission. 

Franz Gehrels has been appointed assistant professor of economics at Indiana University. 

James A. Gherity has been appointed instructor in economics at Michigan State Univer- 
sity. 

P. J. Giffen has been promoted to the rank of assistant professor in the department of 
political economy of the University of Toronto. 

Jac L. Goldstucker has been appointed instructor in the School of Business Administra- 
tion, University of Minnesota. 

Leland J. Gordon is director of the recently established Weights and Measures Research 
Center at Denison University, financed by a grant from Consumers Union. 

Mark R. Greene has resigned as executive secretary of the American Association of Col- 
legiate Schools of Business to accept an appointment as associate professor in the School of 
Business Administration of the University of Oregon. 

Hugh G. Hansen has been appointed assistant professor of economics at the State 
University of Iowa. 

Osmond L. Harline has been appointed director of the Bureau of Economic and Business 
Research at the University of Utah. 

George T. Harris has resigned from Indiana University to accept a position at the 
University of Omaha. 

Francis J. Hartman has been appointed instructor in business law in the Wharton School, 
University of Pennsylvania. 

Frank K. Haszard, Jr., is on an interim appointment as an instructor at Denison Uni- 
versity. 

Cecil B. Haver, of North Dakota State College, has been appointed research associate 
in agricultural economics at the University of Chicago. 

Robert D. Hay has been promoted to associate professor of management in the College 
of Business Administration, University of Arkansas. 

Samuel P. Hayes, director of the Foundation for Research on Human Behavior, has 
been appointed part-time lecturer in economics at the University of Michigan. 

Lloyd Hayn, of Keene State Teachers College, is visiting lecturer in the department 
of economics, University of Massachusetts, in the current term. 
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Ernest A. Heilman, professor emeritus of the University of Minnesota, has been ap- 
pointed visiting professor at San Diego State College. 

Lucille Hellman has been appointed instructor in the department of business law of the 
School of Business Administration of the University of Miami. 

O. E. Heskin has been granted a two-year leave from the University of Florida to 
accept a State Department appointment in Egypt. 

Arleigh P. Hess, Jr., has been promoted to associate professor of economics in the 
Wharton School, University of Pennsylvania. 

Charles M. Hewitt has been promoted from faculty lecturer to assistant professor of 
business law in the School of Business of Indiana University. 

Elmer W. Hills has been appointed professor emeritus of business law at the State 
University of Iowa. 

Jack Hirschleifer has been appointed assistant professor of business administration in 
the School of Business of the University of Chicago. 

Bob R. Holdren has resigned from Bates College to accept an appointment as assistant 
professor of economics at Williams College. a 

Robert J. Holloway, on a year’s leave from the University of Minnesota, is teaching 
at the University of the Philippines. 

William C. Hood is on leave from the University of Toronto to serve on the research 
staff of the Royal Commission on Canada’s Economic Prospects. 

George Horwich is on leave from Indiana University to accept a catnes assignment 
with the National Bureau of Economic Research. 

Leonid Hurwicz, of the University of Minnesota, is a fellow of the Center for Ad- 
vanced Study in the Behavioral Sciences at Stanford, California. 

Bud R. Hutchinson has been appointed instructor in economics at Michigan State 
University. 

John Ingwersen has been appointed instructor in industry at the Wharton School of 
the University of Pennsylvania. 

Clyde M. Kahler has resigned as vice-dean of the Wharton School to accept an appoint- 
ment as chairman of the School’s insurance department. 

John E. Kane is serving as assistant to the provost of the University of Arkansas during 
the current academic year. 

Milan R. Karas has been promoted from associate professor to professor of marketing 
and chairman of industrial management in the College of Business Administration of the 
University of Cincinnati. 

William T. Kelley has been promoted to associate professor of marketing in the Wharton 
School of the University of Pennsylvania. 

Dale L. Kiefer has been appointed instructor in accounting in the College of Business 
Administration of the University of Cincinnati. 

Walter H. Klein is chairman of the recently established industrial administration de- 
partment at Villanova University. 

Joseph E. Kling has been appointed instructor in statistics in the Wharton School of 
the University of Pennsylvania. 

Marvin Kogan is serving as lecturer at the New York State School of Industrial and 
Labor Relations, Cornell University. 

Maybelle Kohl has been appointed assistant professor of accounting in the College of 
Business Administration of the University of Cincinnati. 

Leonard J. Konopa has resigned from the University of Pittsburgh to accept an ap- 
pointment as assistant professor of marketing at the State University of Iowa. 

Irving Kovarsky has been appointed assistant professor in the Schocl of Business Ad- 
ministration of the University of Oregon. 
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Herman Krooss, formerly in the School of Commerce, Accounts, and Finance, is now 
professor of economic history in the Graduate S-hoeol of Business Administration, New 
York University. 

Robert E. Kuenne, of Harvard University, is visiting assistant professor of economics 
at the University of Virginia. 

John M. Kuhlman has been appointed assistant professor of economics in the College 
of Business Administration of the University of Cincinnati. 

George Ladd, formerly of the University of Illinois, has been appointed assistant pro- 
fessor of agricultural economics at Icwa State College. 

Robert J. Lampman, of the University of Washington, is visiting professor of economics 
at the University of Wisconsin this year. 

R. L. Lassiter has been appointed instructor in economics at the University of Florida. 

E. H. Lehman, of the University of Washington, has been appointed interim assistant 
professor of economics at the University of Florida. 

J. D. Leonard has accepted an appointment as assistant professor of accounting at the 
Municipal Jniversity oi Omaha. 

Harvey J. Levin, formerly of Columbia University, has been appointed assistant pro- 
fessor of economics at Hofstra College. 

Theodore Levitt has resigned from the University of North Dakota to become a con- 
sulting economist in Chicago. 

John Livingston, formerly of Butler University, has been appointed associate professor 
of economics at Coe College. 

H. Gregg Lewis has been appointed director of the Economics Research Center, Univer- 
sity of Chicago. 

Jacob Loft has been promoted from associate professor to professor of economics at 
Brooklyn College. 

Dan C. Lowe has been appointed instructor in marketing in the department of busi- 

¢ \ administration of Texas A & M College. 

Harold I. Lunde has been appointed instructor and research fellow in the School of 
Business Administraticn of the University of Minnesota. 

Ian Macdonald has been appointed lecturer in political economy in the University of 
Toronto for the 1955-56 session. 

Charles Marberry has been promoted to associate professor of economics in the College 
of Business Administration of the University of Arkansas. 

Edward S. Mason, of Harvard University, spent two months in Pakistan as director of 
the Ford Economic Development Project in Pakistan. He was also a member of the 
American Delegation on Atomic Energy in Geneva. 

Kenneth W. Masters has resigned as instructor in statistics in the Wharton School of 
the University of Pennsylvania. 

C. A. Matthews has been promoted from associate 5 il to the rank of professor at 
the University of Florida. 

Jack H. Matthews, formerly of Indiana University, has been appointed lecturer in the 
School of Business Administration of the University of Minnesota. 

Gilbert P. Maynard has been appointed head of the department of accounting at the 
State University of Iowa. 

James S. McAllister has been promoted to assistant professor of accounting in the 
Wharton School, University of Pennsylvania. 

m.. ae McAllister has been appointed instructor in accounting at the University of 
rida. 

B. C. McGough has been promoted to inicrim instructor at the University of Florida. 

Clarence H. McGregor has been appointed Burlington professor of business administra- 
tion at the University of North Carolina. 
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George M. McManmon, who was formerly with the Treasury Department, has been 
piece assistant professor in the College of Business Administration, University of 

rgia. 

John H.’ McMichael has been promoted to assistant professor of accounting ir the 
Wharton School of the University of Pennsylvania. 

Charles F. Meehling has been appointed instructor in economics at Brooklyn College. 

Robert C. Meier has been appointed instructor in the School of Business Administra- 
tion of the University of Minnesota. 

Jorge Mendez has been appointed dean of the Faculdad de Economia, Universidad de 
las Ardes, Bogota, Colombia. 

Paul E. Merz, formerly of the University of Notre Dame, has been appointed instructor 
in the School of Business Administration, University of Minnesota. 

Philip T. Meyers has been promoted from lecturer to assistant professor in the School 
of Business Administration of the University of Minnesota. 

Raymond F. Mikesell has been granted a part-time leave of absence from the Univer- 
sity of Virginia to serve as consultant to the Council of Economic Advisers. } 

Harold Miller, formerly of Loyola University, has been appointed assistant professor 
in the College of Business Administration of the University of Georgia. 

Taulman A. Miller has been appointed acting chairman of the department of economics 
at Indiana University. 

Mable D. Mills has resigned from the University of Florida to accept a position with 
the Department of the U. S. Army at Fort Bragg, N.C. 

James Morris has been appointed assistant professor in the New York State School of 
Industrial and Labor Relations, Cornell University. 

Joseph Morton has resigned from the New York State School of Industrial and Labor 
Relations at Cornell University to accept a position with the National Science Founda- 
tion. 

Jacob Mosak has been appointed visiting professor of economics at Columbia Univer- 
sity. 

Sanford A. Mosk has been appointed director of the Bureau of Business and Economic 
Research at the University of California, Berkeley. 

George Moss has been appointed assistant professor in the accounting department of 
the School of Business Administration, University of Miami. 

Frank H. Mulling has been appointed assistant professor in the College of Business Ad- 
ministration of the University of Georgia. 

John Neter has been appointed associate professor in the School of Business Administra- 
tion of the University of Minnesota. 

E. P. Neufeld has been appointed lecturer in political economy in the University of 
Toronto. 

Howard W. Nicholson has been granted a year’s leave of absence from the University 
of Virginia to teach in the department of economics, University of California, Berkeley. 

John H. Norton has been appointed instructor in statistics in the Wharton School of 
the University of Pennsylvania. 

Thomas L. Norton, formerly dean of the School of Business and Public Administration, 
has been appointed dean of the School of Commerce, Accounts, and Finance, New York 
University. 

Jack N. X. Oanh has been-appointed assistant professor of economics at Trinity Col- 
lege. 

Henry M. Oliver, on leave from Indiana University, is a Fulbright lecturer in Ceylon. 

Richard A. Ollen has been appointed instructor in insurance in the Wharton School, 
University of Pennsylvania. 

Robert J. Oppitz has been appointed assistant professor of accounting at Washington 
University. 
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Oscar Ornati, of the New York State School of Industria! and Labor Relations, Cornell 
University, is a Fulbright lecturer at the University of Trieste. 

Richards C. Osborn has been promoted to a professorship at the University of Illinois. 

Edward Packenham has been appointed associate professor of accounting in the depart - 
ment of business administration of Texas A & M College. 

Donald W. Paden has been granted a year’s leave of absence from the University of 
Illinois to accept a position with the federal government in Washington, D.C. 

James M. Parrish has resigned from the University of North Carolina to accept an 
appointment as associate professor of marketing at Washington University. 

”... B. Parrish has been promoted to the rank of full professor at the University of 
inois. 

Herman F. Patterson has been appointed assistant professor of business law at the Uni- 
versity of Missouri. 

John M. Perdue has been appointed assistant professor of accounting in the College of 
Business Auministration of the University of Georgia. 

Louis B. Perry, associate professor of economics, has been appointed assistant to the 
president at Pomona College. 

Clarence E. Philbrook has been promoted to professor of economics at the University 
of North Carolina. 

A. W. Pierpont, associate professor of business administration at the University of North 
Carolina, has accepted an appointment as assistant dean of the School of Business Ad- 
ministration at that institution. 

I. James Pikl, Jr., has been appointed instructor in economics at Brown University. 

Mark A. Plivelic has been appointed instructor in the department of accounting of the 
University of Pittsburgh: 

Leo A. Poland has been promoted to assistant professor of finance in the School of 
Business of the University of Kansas. 

George M. Powell is teaching economics in the College of Business Administration, Uni- 
versity of Arkansas. 

Doris E. Pullman has resigned from Rockford College to accept an appointment as 
assistant professor of economics in the new C. W. Post College of Long Island University. 

Matthew Radom, of the Standa 1 Oil Company of New Jersey, is visiting professor in 
the New York State School of Industrial and Labor Relations, Cornell University. 

Ernest W. Randa has been appointed assistant professor of economics in the College 
of Business of the University of Utah. 

Kenneth J. Rea has been appointed instructor in economics in the department of eco- 
nomics and political science of the University of Saskatchewan. 

Albert Rees, who has been on leave to serve as a member of the staff of the Council 
of Economic Advisers to the President, has returned to the University of Chicago. 

Otte R. Reischer has been appointed instructor in economics at Michigan State Univer- 
sity. 

William M. Reynolds has been appointed instructor in economics at Michigan State 
University. 

Earl R. Rolph has been promoted to professor of economics at the University of 
California, Berkeley. 

Franklin Root has been appointed lecturer in marketing at the Wharton Schvol, Uni- 
versity of Pennsylvania. 

William N. Rutledge, has been appointed instructor in statistics at the Wharton School, 
University of Pennsylvania: 

Seymour Sacks, formerly of Wayne University, has been appointed assistant professor 
in the department of commerce and economics of the University of Vermont. 
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A. Robert Sadove has been appointed assistant professor of economics at George Wash- 
ington University. 

Samuel R. Sapienza has been promoted to assistant professor of accounting in the 
Wharton School of the University of Pennsylvania. 

Michael Sapir has returned to this country after spending seven years in Japan, first 
with SCAP and later as a private economic consultant. He is now consultant for the Na- 
tional Planning Association on the project Peacetime Uses of Atomic Energy. 

Morris A. Savitt has been appointed lecturer in the department of management in the 
School of Business Administration of the University of Miami. 

Woodrow Sayre has been appointed assistant professor at the New York State School 
of Industrial and Labor Relations, Cornell University. 

Jerry Scales has been appointed instructor in economics in the School of Business Ad- 
ministration of the University of Miami. 

Fred F. Schiller hat been appointed instructor in economics in the Wharton School of 
the University of Pennsylvania. 

James R. Schlesinger, formerly of Harvard University, has been appointed assistant 
professor of economics at the University of Virginia. 

Sidney Schoeffler has been promoted to associate professor of economics at the Univer- 
sity of Massachusetts. 

Stanley C. Schor has been promoted to assistant professor of statistics in the Wharton 
School, University of Pennsylvania. 

George Schwartz has been appointed instructor in economics in the Wharton School, 
University of Pennsylvania. 

Ira O. Scott, formerly of Harvard University, has been appointed assistant professor 
of economics in the School of Business Administration, University of Minnesota. 

Richard ©. Shannon has been appointed instructor in economics at Michigan State Uni- 
versity. 

Sherman Shapiro, formerly of the University of Texas, has been appointed assistant 
professor of finance at the University of Notre Dame. 

L. L. Sharfman, who retired as chairman of the department of economics in 1954, has 
been named professor emeritus of economics at the University of Michigan. 

S. J. Shaw, formerly of Tulane University, has been appointed assistant professor of 
marketing at the University of Florida. 

Henry K. Shearer has been appointed instructor in statistics in the Wharton School, 
University of Pennsylvania. 

Stanley K. Sheinbaum has been appointed instructor in economics at Michigan State 
University. 

Louis Shere is on leave from Indiana University to serve on the Council of Economic 
Advisers. 

Niel Shiffler has been appointed lecturer in the department of marketing and advertising, 
University of Pittsburgh. 

Martha G. Shingler has been appointed instructor in the College of Business Administra- 
tion of the University of Georgia. 

Carl S. Shoup has been appointed executive officer of the department of economics at 
Columbia University. 

Jerry P. Simpson has been appoi.ed instructor in economics at the University of Kansas. 

Morris Singer, formerly of the University of California, Berkeley, has been appointed 
instructor in economics at the University of Connecticut. 

Gordon F. Skinner has been promoted from assistant professor of economics to asso- 
ciate professor of labor relations in the College of Business Administration, University of 
Cincinnati. 


we 


1062 THE AMERICAN ECONOMIC REVIEW 


John W. Skinner has been appointed assistant professor of economics and acting execu- 
tive officer of the department of economics at George Washington University. 

Fred Slavick has been promoted from research associate to assistant professor in the 
New York State School of Industrial and Labor Relations, Cornell University. 

Robert S. Smith, of Duke University, is visiting professor of economics at the Univer- 
sity of North Carolina in the current semester. 

William P. Snavely has been promoted to associate professor of economics at the Uni- 
versity of Connecticut. 

Jared Sparks has been appointed instructor in economics at Purdue University. 

C. P. Spruill, professor of economics at the University of North Carolina, has been 
appointed dean of the faculty at that institution. 

Nicolas Spulber has been reappointed as associate professor of economics at Indiana 
University. 

Thomas M. Stanback, Jr., has been granted a leave of absence from the University of 
North hpgeeie to accept a research appointment with the National Bureau of Economic 
Research. 

Boris Stanfield has been promoted to associate professor ef economics at Columbia 
University. 

David Steine has been promoted from assistant professor to associate professor of 
business administration in the department of economics and business administration, Van- 
derbilt University. 

George A. Steiner has been granted a leave of absence from the University of Illinois 
to serve as an economic consultant with the }.ockheed Aviation Company. 

John M. Stockton has been promoted to assistant professor of business law in the 
Wharton School, University of Pennsylvania. 

Raleigh W. Stone has retired as professor of industrial relations in the School of Business 
of the University of Chicago. 

Donald L. Strand has been appointed instructor in the School of Business Administra- 
tion, University of Minnesota. 

Paul Studenski, professor emeritus of New York University, is director of the Graduate 
Program in Public Administration, Albany, N.Y. 

H. Lee Sturgeon has been appointed instructor in accounting in the School of Business, 
University of Kansas. 

Freeman F. Suagee has been promoted from associate professor of labor relations to 
professor of economics in the College of Business Administration, University of Cincin- 
nati. 
Ralph D. Swick has resigned from the School of Business of Indiana University to 
accept a position at Southern Illinois University. 

Paul S. Taylor, of the University of California, Berkeley, served during the summer 
as a member of a team of three consultants to the International Cooperation Administra- 
tion, studying community development programs in India, Pakistan, and the Philippines. 

Pedro C. M. Teichert has been appointed instructor in economics at Michigan State 
University. 

Hans Theil, of the Netherlands School of Economics, has been appointed visiting pro- 
fessor of economics at the University of Chicago. 

R. B. Thompson, formerly of the University of Texas, has been appointed associate 
professor of marketing at the University of Florida. 

Rae ‘Tjersland has been appointed assistant professor of management in Washington 
niversity. 
2 ae has been appointed assistant professor of management at the University 
of Flo 
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Harrison Trice has been appointed assistant professor at the New York State School 
of Industrial and Labor Relations, Cornell University. 

Joha G. Turnbull has been granted a year’s leave oi absence from the University of 
Minnesota to serve as visiting professor at Massachusetts Institute of Technology. 

Roland S. Vaile, professor emeritus of the University of Minnesota, has been appointed 
to the Cameron Distinguished Professorship in Marketing at Trinity University, San 
Antonio, Texas. . 

Festus J. Viser, of The City College of New York, has been appointed instructor in 
the department of economics, School of Commerce, Accounts, and Finance, New York 
University. 

Harvey L. Vredenburg has been appointed assistant professor of marketing at the State 
University of Iowa. 

Haskell P. Wald, formerly economic adviser to the International P-ogram in Taxation, 
Harvard Law School, has joined the research department of the Federal Reserve Bank of 
New York. ; 

Pinkney C. Walker has been promoted to professor of economics at the University of 
Missouri. 

Elizabeth Wallace has been promoted to the rank of assistant professor in the depart- 
ment of political economy in the University of Toronto. 

Lowell A. Watkins has been appointed assistant professor in the School of Business Ad- 
ministration, University of Oregon. 

Marshall D. Wattles has been promoted to associate professor of economics at the Uni- 
versity of Oregon. 

Stanislaw H. Wellisz has been appointed instructor in economics at Williams College. 

Janet L. Weston has been promoted to associate professor at the University of Illinois. 

Arthur M. Whitehill, Jr., has been appointed Reynolds associate professor of human 
relations in industry at the University oi North Carolina. 

Elmus R. Wicker has been appointed lecturer in economics at Indiana University. 

Albert K. Wickesberg has been prcmoted from lecturer to assistant professor in the 
School of Business Administration, University of Minnesota. 

G. Carl Wiegand, of the University of Mississippi, has been appointed visiting lecturer 
at the University of Illinois. 

C. Arthur Williams has been promoted from assistant professor to associate professor 
in the School of Business Administration of the University uf Minnesota. 

Martin W. Wilmington has resigned from Pace College to be economist of the Depart- 
ment of Commerce and Public Events of New York. 

Willis J. Winn, associate professor of finance, has been appointed vice-dean of the 
Wharton School, University of Pennsylvania. 

Sander W. Wirpel, research consultant in industrial relations to the [Indiana Harbor 
operations of Inland Steel, has been appointed to the Chicago office of the company. 

J. Harry Wood, editor of the Journal of the American Society of Chartered Life Under- 
writers, has been appointed visiting professor of insurance in the School of Business Ad- 
ministration, University of Miami. 

Norman J. Wood has been appointed assistant professor of business administration in 
the College of Business Administration, University of Georgia. 

Charles Wurst, formerly of Miami University, is teaching marketing in the College of 
Business Administration, University of Arkansas. 

Jack D. Yarin has been appointed instructor in insurance in the Wharton School, Uni- 
versity of Pennsylvania. 

Arnold Zellner has been appointed acting assistant professor at the University of Wash- 
ington. 


OFFERINGS OF FELLOWSHIPS, SCHOLARSHIPS, GRANTS-IN-AID 
AND ASSISTANTSHIPS IN ECONOMICS, 1956-57 


[Editor's Note—At the request of the executive committee of the Association, 122 col- 
leges and universities offering graduate work in economics and 8 research institutes and 
foundations were asked to provide information for the following table. Replies were received 
from 96 altogether. Undoubtedly the coverage of institutions was not complete, and the 
editor would appreciate information as to institutions that should have been included. 
Undoubtedly, also, many of the institutions found it difficult to estimate accurately, as early 
as October 1955, their prospective offerings for 1956-57. Although every effort has been 
made to interpret correctly the replies of co: -espondents, neither the institutions concerned 
nor the editor can take responsibility for the complete accuracy of the information provided 
in the following summary.] 

Reprints of the following Offerings of Fellowships and Assistantships in Economics 
1956-57 (pp. 1064-75) may be obtained from the American Economic Association, Evanston, 
Illinois at 25 cents each. 


Taste I.—GraANTs AVAILABLE FROM COLLEGES AND UNIVERSITIES 


Explanation of Table: 
All data refer to the academic year 1956-57 unless otherwise indicated. 
In column (1) type of award is identified by the following symbols: 
A. Graduate scholarships, fellowships and grants-in-aid (nonteaching), predoctoral. 
A (1). Graduate scholarships, fellowships and grants-in-aid (nonteaching), postdoctoral. 
B. Research assistantships. 
C. Teaching assistantships and teaching fellowships. 
Roman print in columns (2) and (3): available to grarluaie students in economics. Italics: 


available to graduate students in general. If awards are offercd to social science students only, 
as is the case in a few instances, this is indicated in column (6). 


In column (5) where tuition differs for in-state and out-of-state residents, two figures con- 
nected by “or” are given; the lower figure refers to in-state tuition, the higher to out-of-state 
tuition. 

Special Noles: 
(a): Numbe: and/or size of awards vary from year to year, depending on any one or a 


combination of such factors as competition with other university departments, availability 


of funds, number and quality of applicants, experience of applicants, need of spplicants, and 
department teaching needs. 


(b): Exact amount of tuition payments depends on amount of course-work taken. 


wt’ Holders of award cannot take full course work and/or acquire residence credits at the 
rate. 


(d): Not offered every year. 
(n.i.)s No information provided by correspondent. 
1064 


i 
| 
| 
at 
{ik 


FELLOWSHIPS AND ASSISTANTSHIPS IN ECONOMICS 1065 
I.—Grants AVAILABLE From COLLEGES AND UNIVERSITIES 
(1) (2) (3) (4) (5) (6) 
Number & Size of Awards | Duties Required of Tuition if 
Institution Holder (fraction of Holder is Comments 
and ‘Type of Size full-time or Required to 
Award Number (dollars) hours. per week) Pay (do!!ars) 
Alabame U. 
A. 3 500 135 
G 6 1,200 n.i. 135 
Arizona U. 
A. 350 350 
900 3 
Arkansas U. 
B. 6 700 i/4 
"ell 3 1,500 1/2 
Barnard 
bg 1 600 8 25 per point | Usually woman. 
Boston U. 
A. ni. up ta 2,000 ni. African program. 
os i 600 15 600 
1 1,200 6 (c) 
Brown 
A. 200-000 (a) 
800-1 , 200 (a) 
rok 4 1,300 1/2 See col. (6) | Remission of tuition up to 
3/4 full tuition. 
Bryn Mewr 
A. i 1,850 600 
1-2 1,150 600 
B. 1 900 1/3 
California 
(Berkeley) 
A. 1 1,500 90 
1-2 ni. n.i. 
B. 2 800-1 ,090 
2 1, 100-1, 399 
2 1,400-1,699 1/2 ) (a) Bur, Bus. Econ. Res.: 
9 1,700-1,999 { Inst. Indus. Rel. 
8 2,000 and over } 
G 32 1,500 1/2 90 (a) 
Carnegie 
Inst. Tech 
A. 5-8 2,000-3 , 500 680 (a) 
B. 2-3 1,300 1 680 
2-3 2,000 1/2 ni. (c) 
Chicago U. 
A. 10-20 720 720 (a) 
10-15 1,000—3 ,000 720 (a) 
A. (1) 2 3,000 (d) 
i up to 4,000 
B. 15-20 900-2 , 400 1/4—full-time 300 min. 
Cincinnati U. 
A. 1-2 600-900 (a) 
330 or 430 330 or 430 | (a) 
G. 1 1,000 2-6 
Clark 
A. 2 400 
2 300 
2 200 
7 tuition See col. (6) | Tuition scholarships. 
3 800 1/5 
2 200 1/15 
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Grants AVAILABLE From CoLteces AND Universities (cont'd) 
: (1) (2) (3) (4) (5) (6) 
Number & Size of Awards | Duties Required of | Tuition if 
Institution Holder (fraction of Holder is Ccumments 
and Type of Size full-time or Required to 
Award Number (dollars) hours per week) Pay (dollars) 
Colorado U. 
A. 10-30 600-1 ,800 (a) 
&0 188 or 544 188 or $44 | Fees also waived. 
Cc. 1/4 188 
Columbia U 
A. 1 1,000 750 
1 1,200 750 (d) 
1 1,500 750 (a) 
2 750 750 
2 1,500 750 For social science stu- 
é 1, 300-1 ,800 750 (d)} dents 
25 750-3 ,500 750 
800-2 ,000 750 (d) 
(1954-55) 1 ,000-2 ,000 750 (a) 
4 3,000 750 
i 1,800 750 ) Traveling fellowships. 
H 800 750 Room and board only. 
i 100-400 70 (a) Grants for tuition. 
Connecticut U 
B. 8 1,770 We 120 (c) Agric. Econ. Dept. 
c. qd 1,327 6 120 (c) 
Cornell 
A. 1 1,000 
1 1,800 
4 1,100 (d) For soc. sci, students 
6 1,600-2 ,400 
B. i 1,850 4 788 (c) 
10 1,900 1/4 
2 1,850 1/6 788 
Duke 
A. 15-20 600-1, 800 450 (a) Includes some assist- 
antships requiring up 
to 4 hours per week. 
5-7 2, 500-3, 500 450 (a) 
B. 1 2,500 1/2 270 
2 1,000-1, 500 See col. (6) 270 Summer duties. 
¢G 4 2,000 1/2 270 (c) 
Fletcher School 
A. 1 2,000 
3 1,500 
2 1,100 
4 1,000 See col. (6) | (a) >Must pay tuition (n.i.) 
2 800 (a) 
10 700 (a) 
3 500 (a) 
B. 2 3,600 full-time 
1 1,800 12 
t 1,000 "% See col. (6) | }Must pay (ni.) 
5 700-800 8 
300-500 6 
Florida U 
A. i 1,125 a 
at 1,375 jo. Bus. Adminis. 
1 1,375 Agric. Econ. Dept. 
B. 1,200 1/3 
2 1,600 1/3 Coll. Bus. Actminis. 
3 1,800 1/2 j 
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Grants AVAILABLE From COLLEGES AND UNIVERSITIES (cont’d) 
(1) (2) (3) (4) (5) (6) 
Number & Size of Awards | Duties Required of Tuition if 
Institution Holder (fraction of Holder is Comments 
and Type of Size full-time or Required to 
Award Number (dollars) hours per week) Pay (doliars) 
Florida U. (cont’d) 2 1,800 1/2 
2 2,400 1/2 Agric. Econ. Dept. 
1 3,000 1/2 
4 2 000 1/2 
Florida State 
A. 2-3 1,000 150 
Fordham 
A. 1 600 600 soc. sci. students, 
B. 1 800 ni. 
George Washington 
3 3 900 1/4 
Harvard 
(1955-56) 
1 3,000 
2 2,000 
4 1,000 
1 950 
1 800 > 700 (a) 
4 700 
1 600 
1 350 
1 1,500 
B. 3 3,600 Full-time : 
21 500-1, 300 Varies } } ©) 
23 1,800 av. 1/2 200-350 (b)| (a) (c) 
Ilinois U 
A. 5 1,200 (a) 
| (11 mos.) 130 or 350 
3 1,800 1/2 (11 mos.) 
c 1 3,500 Full-time 130 or 350 
3 2,400 3/4 (c) 
14 1,500 1/2 
750 1/4 
Indiana U. 
A. ni. 1,000-2,000 
n.i | 500-1 , 500 
B. ue 400 ) 
2 600 less than (a) 
1 1,400 } 
1,700 } 
15-775 120 (a) (c) 
1 2,500 i) 
lows U. 
A. 4 270 
B. 8 450 /4 Includes grunts of ©. 
1 1,£00 1. 68 Com. 
7 1/4 } 
Iowa State 
B. 1 2,409 1/2 (12 mos.) 
2 2,100 1/2 (i2 mos.) 
6 1,800 1/2 (12 mos.) | 
3 1,500 3/8 (12 mos.) 72 
2 1,200 1/4 (12 mos.) 
7 1,350 3/8 (9 mos.) 
8 900 1/4 (9 mos.) 
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Grants AVAILABLE From COLLEGES AND UNIVERSITIES (cont'd) 
(1) (2) (3) (4) (5) (6) 
Number & Size of Awards | Duties Required of | Tuition if 
Institution ad Holder (fraction »: Holder is Coraments 
and Type of Size full-time or Required to 
Award Number (dollars) hours per week) | Pay (dollars) 
Johns Hopkins | 
A. i 3,000 200 
1 | 3,000 800 (d) 
2,400 
2 | 1,800 
1 4,200 
i 1,000 
800 
A (1). 1 5,000 
2 4,000 
B. 1 4,500 
2 4,000 ull-time 
Cc. 3 1,600 3-4 800 Teaching. 
+ 1,250 2 800 Teaching. 
3 400 9 800 Paper grading. 
Kansas U 
A. 35 715-840 
25 815-1 ,240 4:2 or 297 
2 2,000 
A (1). 6 800 Available summer 1956 to 
1 young faculty members 
B. 4 900 1/2 
655 leas than 1/2 |f 172 9° 297 
c. 1 700 1/4 
1,800 172 or 297 
Kentucky U. 
A. 4 750 
15 600 } 
B. 3 1,080 1/2 (12 mos.) 130 (c) 
Cc. 2 900 1/2 (10 mos.) 130 (c) 
Lowisiana U. : 
A. 1 1,900 
} 
B. 1,200 (©) 
1 900 
2 1,000 
11 1,200 ni (c) 
1,500 
; 1,600 | 
6 1,800 ) 
Marquette U. 
A. 2 420 420 
B. 1 1,000 ni. 
Maryland U 
A. 1 720 Econ. students also con- 
| sidered for fellowship of 
Dept. Bus. Adminis, 
B. 2 1,350 20 Bur. Econ. Res. 
2 1,350 18 Econ. Dept. (c) 
2 ,350 18 Dept. Sus. Adminis. 
Massachusetts U. 
4 1-2 1,000 1/2 
M.LT. 
A. 3 2, 500-3 ,000 
8 1, 300-2, 400 1,100 (a) 
5 1,100 
B. app. 4 1,100 1/2 {c) 
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Grants AVAILABLE From COLLEGES AND UNIVERSITIES (cont’d) 


(1) (2) (3) (4) 
Number & Size of Awards | Duties Required of 
Institution Holder (fraction of 
and Type of full-time or 
Award Number hours per week) 


Fe 


M.I.T. (cont'd) 
1/2 
1/2 


A. 


Cc. 


S882 


Michigan U. 
(1955-56) 
A. 


200 or 470 


200 or 470 | (a) For tuition 1 sem. 
200 or 470 | (a) For tuition 1 year, 
200 or 470 | (a) For tuition summer. 
3/4 (11 mos.) 140 or 310 
1/2 (11 mos.) 
1/2 
5-20 
1/2 
1/2 130-170 (b) 
3/4 130 
1/8 200 or 470 


170 or 300 


(c) Dept. Agric. Econ. 
Assistants with B.A. only 
paid $1,400. 


Dept. Agric. Econ. {(c) 

Research instructors 

in Dept. Agric. Econ. 

Assistants with B.A. only 
paid $1,400. 


2332 $8 8888 


ne 


(d) 

For foreign students. 
For Asiatic nationals. 
For women. 

(d) For women. 


Full-time (12 mos.) 
1/2 (12 mos.) 
1/3 (12 mos.) 


Full-time 


3/4 
2/3 
1/2 
2/3 
1/2 
1/3 


ow 


83 888888 


~ 


| 
Tuition if 
Holder is Comments 
Required to 
Pay (dollars) 
Z 
1-2 
|_| 2 6 
4-5 [: 6 300 (a) 
1 1,220 (a) 
1 1,540 (a) 
1 2,000 a (a) 
! 235 
1 470 
2 110 ¢ 
B. 2 3,050-4 200 
s | 2,100-2,800 
4 | 1,500 
8 260-600 
1 
6 1, 
2 2, 
7 
Michigan State 
ve 114 
26 1, 1/2 
Cc. 6 1/2 114 
4 1/2 114 Dept. Soc. Sci. e 
1/2 114 
| 3 1/2 114 
Minnesota U. 
A. 128 mr 405 
5 
n 405 
138 or 405 
138 or 405 
138 or 405 
B. 
138 
\ 
iss | 
Montane U, 
A. Some teaching. 
See col, (6) | Must pay tuition (n.i.) 
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Grants AVAILABLE From COLLEGES AND UNIVERSITIES (cont’d) 


1070 
(1) (2) (3) 
Number & Size of Awards 
Institution 
and Type of Size 
Award Number (dollars) 
Mount Holyoke 
A. 1 925 
B. 2 1,200 
1 or more 1,000 
2 or more 425 
Nebraska U. 
A. 
8 500 
2 1,000 
2 1,500 
2-3 1,000 
j-4 1,000 
B. 3 1,200 
6-2 320-500 
7 1,500-1,800 
8 400-800 
New Mexico U. 
A. 6 750 
Fell 1 1,300 
New Sch. Soc. 
Research 
A. 5 480 
2 1,500 
N. ¥. State Col. 
Agric., Cornell 
B. 7 1,680 
6 1,896 
Cc. 4 1,680 
6 1,896 
N. ¥. State Sch, 
Indus. Lab. 
Rel., Cornell 
4 2,100 
18 1,520 
4 150 
28 1,896 
North Carolina U. 
A. 2 1,000 
1 1,250 
B. 3 1,350 
= 1 1,000 
3 1,350 
6 1,650-7 ,000 
3 2,250-3 , 000 
Northwestern 
A. 2-5 585-885 
2-4 1,700 
2 2,000 
B. 5 1,825 
1 3,300 
1 3,600 
c. 4-5 1,635 
1 985 
Oklahoma U 
A. Some 168 or 264 
Cc. 5 1,500 


(4) (5) (6) 
Duties Required of | Tuition if 
Holder (fraction of Holder is Comments 
full-time or Required to 
hours per week) | Pay (dollars) 
425 For foreign student. 
1/2 (c) 
See col. (6) (c) Head of residence. 
1/4 425 
See col. (6) Supplements assistantship 
paying $1,600 for 1/2 
time teaching. 
See col. (6) Supplements $500 assist- 
antship. 
180 or 360 
22 
5-8 60 fees 
22 
6-11 60 fees 
182 
See col. (6) 182 1/2 research, 1/2 teaching. 
480 (a) 
For soc. sci. students. 
20 
20 112.50 
20 
20 
candidates in Corneil 
grad. school. 
20 app. 150 (c) 
150 or 360 | (d) 
150 or 360 
15 150 
1/4 
15 
1/2 150 (a) (c) 
2/3-3/4 } 
432-585 (a) 
585 (a) 
585 
1 1/2 585 (c) 
Full ti 1 (c) Must have met resi- 
ull time (12 mos.) 216 } denen 
1/2 432-585 
1/4 585 
168 or 264 
6 168 or 264 | (c) 
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Grants AVAILABLE From COLLEGES AND UNIVERSITIES (cont’d) 
(1) (2) (3) (4) (5) (6) 
Number & Size of Awards | Duties Required of | Tuition if 
Institution | Holder (fraction of Holder is Comments 
and Type of Size { full-time or Required to ¢ 
Award Number (dollars) | hours per week) Pay (dollars) 
Oregon U. | 
B. 2 1,500 ) 
2 1,100 3/10 75 (ec) , 
2 900 { 
1 1,200 3/10 
Pennsylvania U. 
A. 1,600 4 
4 1,000 900 f or insurance majors. 
1-2 1,000 
2 2,500 900 
1 400 
3-4 900 900 
I 1,500 
4 2,000 900 \ For international rel, ma- 
6 700 900 jors. 
A (1). 1 3,660 For insurance majors. 
2 3,600 900 For internat. rel. majors. 
c. 25 1,600 6 \ 
30 3,000-3, 800 12 so 
Pennsylvania 
State 
A. 1,500 240 or 490 | For insurance majors. 
1,250 240 or 490 | For pub. fin. majors. 
’ 240 or 490 | For monéy, bank., or fin. 
5 1,180 1/2 (©) 
Pittsburgh U. 
dl 4 1,287 6 (c) 
Princeton 
A. 1 2,000 
1 1,600 
2 1,400 
1 1,200 
3 900 
app.3 300 
B. 4 3,600 Full-time 600 
4 1,800 1/2 300 
<. 2 1,900 1/2 300 Not for 1st year stud. 
Purdue 
A. A few 50 per month 60 fees 
B. 4 few 110 per month ni. 60 fees | Available to Ph.D. candi- 
. date for research proj- 
ects which meet ap- 
proval Foundation Re- 
search Council. 
c. See col. (6) 1,200 ni. 60 fees | No. indef., poss. 1-2. 
Rutgers 
A, 30 330 330 
B. 3 1,716 15 (11 mos.) Inst. of Manag. Lab. Rel. 
3 1,560 15 Ecen. Dept. 
St. Louis U. 
Cc. 750-2 ,500 1/2 (11 mos.) 210-315 (b) | (a) 
South Carolina U. 
B. 4 800-1, 200 1/4-1/ 123 
6 600-800 1/4-1/: 123 
South Dakota U. 
red 1 900 app. 12 
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GRANTS AVAILABLE From COLLEGES AND UNIVERSITIES (cont’d) 
(1) (2) (3) (4) (5) (6) 
Number & Size of Awards | Duties Required of | Tuition if 
Institution n Holder (fraction of Holder is Comments 
and Type of { Size full-time or Required to . 
Award Number (dollars) hours per week) | Pay (dollars) 
South Dakota 
State 
B 5-7 1,800 1/3-1/2 84 or 126 
2 ,860 1/3-1/2 84 or 126 
Southern 
California 
¢ 6 1,149 1/2 480 
Southern 
Illinois U. 
A. 1,080 (a) 
1,125 1/2 (a) 
dl 1,680 1/2 (a) 
Stanford 
A. 3 1,300 750 
5 1,000 750 Food Research Inst. 
1 600 750 
B. 1 2,100 Full-time (b) (0) 
2 1,800 750 Food Research Inst. 
4 600 1/2 750 
c. 0 900 1/4 750 
Syracuse U 
A. § 1,700 800 
5-6 800 800 
B. 4 1,500 20 25 per credit | Tuition required beyond 6 
credits per sem. 
Texas U. 
A. A few 500-1 ni. 
Cc, 1,600 6 
1.400 6 50 reg. fee 
Toronto U. 
A. 1 500 
ms 2 1,500 260 
A few 500-1 ,000 
R, A few See col. (6) n.i. Special res. grants avail- 
able, no fixed stipends. 
Cc, (a) 600 1/5 210 
Tulane 
(1955-56) 
A, 1 1 650 (a) 
B. 1,700 5 650 (a) 
= 4 1,200 6 
1 1,400 6 (a) () 
Utak 
A. app. 30 800-1 ,200 160 or 310 
B. 2 1,200 20 160 or 310 
2,000 1/2 
2 | 450 1/6 160 or 310 
Vanderbilt | 
A. 2 3,500 app. 500 | Paid over 2 years. 
1 3,000 
1 2,000 
3 1,500 app. 500 
1 1,009 
1 500 
R. 3 1,400 12-15 app. 500 
Cc. 2 1,400 12-15 
1 1,000 10 
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Grants AVAILABLe From COLLEGES AND UNIVERSITIES (cont’d) 


(1) (2) (3) (4) (5) (6) 
Number & Size of Awards | Duties Requited of | Tuition if 
Institution Holder (fraction of | Holder is Comments 
and Type of Size full-time or Required to 
Award Number (dollars) hours per week) | Pay (dollars) 
Virginia U. 
(1955-56) 
A. 2 700 (a) 
1 600 (a) 
2 500 244 (a) 
B. 5 1,000 1/4 244 ; Holders may spend obli 
gated time on theses. 
c. 6 750 1/4 
3 400 1/8 244 () 
+ 300 1/10 
Washington U. 
B. 2 1,350 20 
12 1,350 20 
Washington State 
Cc. 5 1,400 1/2 154 
Washington 
(St. Louis) 
A. 2 $25 
B. 2 1,200 1/4 $25 
ee 2 1,380 1/4 §25 
Wellesley See col. (6) Some full-tuit. and half- 
; tuit. scholarships open 
to all students. 
Western Reserve 
A. app. 2 660 660 For M.A. candidates. 
app. 1 528 528 For Ph.D. candidates. 
B 2 1,200 1/2 For M.A. candidates. 
2 750 1/2 School Bus. for M.B.A. 
ta 1 1,500 1/2 For Ph.D. candidates. 
Wisconsin U. 
(1955-56) 
A. 2 
3 1,150 180 fees | >(a) 
2 1,500 
B. 4 1,300 ni. 180 fees | (a) 
3 650-909 ai. ni (a) 
C. (ist sem, 8 250-400 2-3 
1955-56) 6 500-520 4 (a) 
10 610-630 5 180 fees 
2 app. 750 6 
2 845-1 ,060 } 
Yale 
A 23-30 1,000—2 ,000 600 (a) 
B 4-8 2,000 5-20 
5-10 400-800 Varies 600 For advanced stud. only. 
Cc 9 1,800 6 
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Il—Grants AVAILABLE FROM Founpations, INSTITUTES, AND GOVERNMENT 


The Brookings Institution (722 Jackson Place, N.W., Washington 6, D.C.) 


Research fellowships. A few stipends of $4,400 for 12 months offered in economics, politi- 
cal science, and international relations, to advanced graduate students who have completed 
the doctorate or at least their preliminary examinations and wish to pursue research on sub- 
jects related to current work in progress at the Institution. 

Research assistantships. Grants ranging from $3,500 to $5,500 are occasionally offered in 
economics, political science, and international relations. 


The Ford Foundation (477 Madison Ave., New York 22, N.Y.) 


International relations training fellowships. A few fellowships for special graduate train- 
ing in international and foreign affairs are offered for 1956-57. Intended primarily for persons 
who wish to combine training in international relations with training in related fields, or 
with training in the history of one or more nations of Asia, the near East, Africa, or the 
Soviet and East European areas. : 

Applicants must have completed all requirements for Ph.D. except thesis by Feb. 1956 
or have equivalent training. Fellowships given for programs of up to 2 years which begin 
no later than Jan. 1, 1957. 

Foreign area training fellowships. Fellowships are offered for 1956-57 for graduate training 
in the social sciences and the humanities related to Asia, the near East, the Soviet Union, 
Eastern Europe and Africa. Applicants for the Asian, Near Eastern, Soviet Union and East 
European programs may be college seniors graduating in 1956, graduate students in the social 
sciences or humanities, scholars with Ph.D. in the social sciences or humanities, and persons 
of promise in government, communications or other professions. Awards are usually for one 
year but may be extended. 

Amount of stipend for all awards depends on applicant’s qualifications, experience, present 
position, family status, and special expenses involved in carrying out his program. Applica- 
tions must be filed by Dec. 15, 1955; grants will be announced in April 1956. 


National Bureau of Economic Research (261 Madison Ave., New York 16, N.Y.) 


Research associates. Each year two or three young men or women holding university 
positions are appointed for terms of one year. The research associate is invited to work at 
the Bureau on a problem of his own, preferably one that wi!! complement and be comple- 
mented by the Bureau’s own research progiam. There are no formal requirements. A candi- 
date shouid be able to demonstrate some appreciable progress in his chosen field, as evi- 
denced by published articles, the Ph.D. degree, or an intermediate academic rank. 

Research assistantships. Salaried positions for college graduates who have majored in 
economics or statist’. become open from time to time, usually on a full-time basis. Hours 
of work can be ar anged to accommodate part-time graduate study at nearby universities. 
Individuals are assigned to specific research projects under the direction of the research 
staff. Seminar meetings for assistants are held about once a month to discuss current re- 
search topics. 


The National Woodrow Wilson Fellowship Program (South Reunion Hall, Princeton, N.J.) 


The program is designed to recruit young men and women for the teaching profession at 
the college or university level in the fields of the social sciences and the humanities. Upwards 
of 150 Fellowships are offered for first-year graduate study, tenable at any. university in 
this country. The normal stipend for an unmarried fellow is $1,250 plus tuition. 

Candidates must be nominated by faculty members willing to sponsor them. For 1956-57, 
nominations of candidates were required by mid-November 1955; the Program is ex- 
pected to operate with the same scope and in the same manner through at least the next 
3 years. Nominations may be sent to the Director of the N.W.W.F.P., Professor Robert F. 
Goheen. 


" 


FELLOWSHIPS AND ASSISTANTSHIPS IN ECONOMICS 1075 


Social Science Research Council (726 Jackson Place, N.W., Washington, D.C.) 


Research training fellowships. Between 20 and 30 predoctoral a’ * postdoctoral fellowships 
are offered annually for research programs or further formal t:.. ng or both. Predoctoral 
fellows must not be over 30 years, postdoctoral fellows not over 35, and all must have 
fulfilled Ph.D. requirements except for thesis before award is made. Appointments are 
normally for 12 months and may be extended only under special circumstances. Stipends 
vary from a basic $2,500 a year for predoctoral fellows to not more than $3,500 a year for 
postdoctoral fellows; supplementary allowances may be granted for dependents and travel 
or other expenses related to the training program. Applications must be made by Jan. 9, 
1956, and awards will be announced about April 2, 1956. 


U.S. Government Grants for Graduate Study 


Awards for graduate study abroad, generally for one academic year, are available under 
the Fulbright Act and the Buenos Aires Convention. They are part of the State Department 
educational exchange program and administered by it. The Institute of International Edu- 
cation (1 East 67th St., New York 21, N.Y.) is the agency for screening applications; 
these should be addressed to it or, in the case of Fulbright awards, to the applicant’s campus 
Fulbright Program Adviser. Competitions open in May and close October 15; awards be- 
come effective the following year. 

To be eligible for any of these awards, applicants must be U. S. citizens, hold a bachelor’s 
degree, and know the language of the country in which they wish to study. Preference is 
generally given to applicants under 35. 

The number of Fulbright awards varies from year to year and the stipend differs from 
country to country. Awards are paid in foreign currency and cover transportation, expenses 
of a language refresher or orientation course abroad, tuition, books, and maintenance for 
one academic year for the holder; no transportation or maintenance allowance is provided 
for dependents. The following countries have in the past provided opportunities for 
graduate study in economics under this program: Australia, Austria, Belgium and Luxem- 
bourg, Ceylon, Denmark, Finland, France, Germany, India, Italy, Japan, Netherlands, New 
Zealand, Norway, Philippines, and United Kingdom. 

Awards under the Buenos Aires Convention include transportation, tuition, maintenance 
and sometimes incidental expenses; the maintenance allowance frequently must be supple- 
mented by private funds. Applicants with dependents must prove their ability to provide 
for them during the tenure of the grant. The following countries have in the past provided 
grants for study in economics under this program: Brazil, Chile, Colombia, Costa Rica, 
Cuba, Guatemala, Haiti, Panama, and Venezuela. 


Foreign Study Grants Other Than U. S. Government Grants 


A certain number of awards for graduate study abroad are offered by foreign govern- 
ments, foreign universities, foundations and educationai organizations. These grants are for 
one academic year and do not usually cover full expenses of transportation and study 
abroad. Eligibility requirements are broadly the same as those for U. S. Government grants. 
In 1955-56, opportunities for graduate study in economics under these programs existed in 
Brazil, Denmark, Germany, Italy, Netherlands, Sweden, and Switzerland. Applications 
should be sent to the Institute of International Education, 1 East 67th Street, New York 21, 
N.Y. Application blanks will be available December 1, 1955; closing dates for a 
vary for different countries. 


VACANCIES AND APPL.:“ATIONS 

The Association is glad to render service to app .ants who wish to make known 
their availability for positions in the field of economics and to administrative officers 
of colleges and universities and to others who are seeking to fill vacancies. 

The officers of the Association take no responsibility for making a selection 
the applicants or following up the results. The Secretary's Office will merely affo 
a central point for clearing inquiries; and the Review will publish in this section brief 
description of vacancies announced and of applications submitted (with necessary 
editorial changes). Since the Association has no other way of knowing whether or 
not this section is performing a real service, the Secretary would appreciate receivi 
notification of appointments made as a result of these announcements. It is opti 
with those submitting such announcements to publish name and address or to use a 
key number. Deadlines for the four issues of the Review are February 1, May 1, 
August 1, and November 1. 

Communications should be addressed to: The Secretary, American Economic Asso- 
ciation, Northwestern University, Evanston, Illinois. 


Vacancies 


International travel opportunity: The Council on Student Travel invites me 
for short-term employment as educational directors on trans-Atlantic ships. Required: 
educa’ rs from the following fields: cultural anthropology, art history, international! 
relations and economics, group work, language, philosophy, recreation, sociology. 
Conversational ability in one or more of the following: F 

Italian. Ability to organize extensive educational program with the help of passenger 
volunteers. Through December, 1955, and for the spring and summer of 1956, the 
program will be conducted by the Council for students, tourists and migrants travel- 
ing aboard two large passenger shi belonging to one of the major lines. These ships 
sail regularly from New York to European and Mediterranean ports. Job wae nymes 
vary from one round-trip sailing to periods of 3-5 months. Compensation for these 
longer periods of service will be regular salary. For a single round-trip sailing, full 
or partial passage, depending upon job requirements. All positions allow for time 
abroad. For further information, application form, write to: Council on Student 
Travel, (0-1), 179 Broadway, New York 7, N.Y. REctor 2-0936. 

Economic analyst; Young man up to 35 years of age with Ph.D. in economics 
coupled with background in market research required by medium-sized manufacturer 
for the position of economic analyst with assignmert to headquarters in the East. 
Responsibilities will include development and Fanecasting of statistical data ca Com- 
pany produrts and general business conditions. Also will be responsible for written 
and oral presentations both within and outside the Company. Excellent permanent 
position in community offering splendid family living conditions. Reply giving age, 
training, experience, and salary requirements. . P176 
Economic principles, introductory statistics: Ph.D. or all work completed except 
thesis, for Catholic men’s college in the East. Rank and salary according to education 
and experience. P177 


Positions Available at 


American Institute for Economic Research, Great Barrington, Massachusetts 
Economic Scientist: For continuing advanced research on money-credit and business 
‘ cycle problems. Should have some knowledge of National Bureau's as well as our 
work in this area and a background of research. Ph.D. not required provided record 
of past achievements satisfactory. Successful applicant could be someone still ee 
on Ph.D. thesis or older man who has had extensive experience in the field. W 
includes primarily advanced research, some writing, and some seminar guidance of 
graduate students; no undergraduate teaching. Salary proportionately better than those 
usual in academic life, because this position requires continuing work entire year 
except annual 3-week vacation. Unusual long-run opportunity for professional 
achievernent. 

Philosopher Scientist: Must be thoroughly grounded in Pierce-Dewey-Bextley line of 
advance; preferably some experience in analysis of methods evidenced in work of 
various economists. Job includes continuing critical analysis and basic reconstruction 
in economics extending Dewey and Bentley's Knowing and the Known into descrip- 
tion of economic behavior. Some seminar guidance of graduate students in semantics, 
logic, and the a of scientific method; no und uate teaching. Salary 
proportionately better than those in academic life, because this position requires con- 
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tinuing work the entire year except annual 3-week vacation. Unusval “run Oppor- 
tunity for professional achievement. ‘ie 


Investment Division: Man qualified in yap finance, industry studies, 

including ratio anaylsis, investments for our Investment Division. A mature and 
experienced individual who might be expected to head this aspect of our work in a 
year or two is sought. This Division prepares the Institute’s Investment Bulletin and 
supervises about 200 accounts of individuals; its work is ing rapidly. Some 
seminar work with our graduate fellows also would be fed! 00) 

Note: We wish to find the best men available for the above positions, which are to 
be filled either this year or in the summer of 1956. Arrangements will be made for 
conferences with those selected for final consideration. Please send complete state- 
ment of education and experience. 


Economists Available for Positions 


Economic principles, labor, economic thought, economic history, economic systems, 
corporation finance, marketing, money and banking: Man, A.M., Northwestern Uni- 
versity, Ph.D., Yale University. Nineteen years cf economics teaching experience; 

overnment experience as price economist. Broad social science background. Project 
in American economic field completed. E536 


International trade, money an: banking, investments, market research, labor eco- 
nomics: Man, married; Ph.D. expected this spring. Three years of university teaching 
numerous fields in economics; 7 years of government research experience in cost and 
interindustry relationships, price and labor relations. 
Interested in teaching position or opening in private industry in management, sales 
engineering, or foreign trade. Available immediately. E562 
International trade, comparative economic systems, urban land economics, marketing, 
history of economic thought, public finance, money and banking, economic history 
of Europe: Man, Ph.D. Research fellowships; 7 years of university and college 
teaching; 4 years of research in federal government. Experience as consultant; multi- 
linguist; extensive foreign travel. Desires teaching or research position. E563 


Investment analysis, auditing, budgeting, business finance; Man, 51, J.D. Ty ive 
years of experience in banking, credit and investment transactions; 5 years of ex- 
perience in auditing large European organizations; 13 semesters of teaching ex- 
perience as a professor in a fully accredited university in the U.S. Desires position 
as an investment analyst, controiler, or treasurer. Also interested in teaching a 
tion. 572 
Economic theory and principles, history of thought, public and — finance, and 
other subjects: Man, under 40, prewar Ph.D. Experience in banking, research, gov- 
ernment. Listed for years in regional. Who’s Who; contributor to leading journals; 
trade book on economics of baseball just published; several other books in progress, 
including theory textbook, but stimulating teaching is chief interest and qualifica- 
tion. Taught 18 years at graduate and undergraduate levels, in several fields, maialy 
economic theory and finance; 12 years as associate professor; 8 years in present posi- 
tion at large university, with tenure. Minimum: full professorship. 


Sovict economy, price theory, national income analysis, economic history, international 
trade: Man, 34, married; Ph.D. Experience: 4 years of engineering in industry, 
2 years of interdisciplinary survey research work at large university, 1 year of inter- 
industry research with private corporation, 1 year of teaching. Publications, Inter- 
ested in teaching-cum-research position. E582 


Professional economist and statistician: Man, 42, married; graduate work at Uni- 
‘versity of Chicago but Ph.D. thesis incomplete. Taught 4 years at Ohio State Uni- 
versity; 9 years of experience with U.S. government, including OPA and Bureau 
of the Budget; 214 years in Economic and Scientific Section, SCAP (Japan). Just 
returned to U.S. after 7 years in Japan and Far East; lest 5 years as founder and 
director of private economic consulting office in Tokyo, representing various U.S. 
economic and engineering firms and handling cases for U.S. and Japanese clients in- 
volving loans and investments, technical assistance contracts, foreign trade, market 
surveys, and economic research analysis. Brief economic survey experience for Burm. 
and South Korea. Speaks, reads, and writes German; reads French; fair to good under- 


economic forecasting, national income and expenditure analysis, econcmic and in- 
dustrial planning. E583 


Economics: Man, middle-aged, married; M.A., New York University; J.D., Europe. 
Veteran; knowledge of languages. Looks for adequate opportunity. E585 


Economic theory, international finance, money and banking, American industry: Man, 
54. Head of department of economics, Midwestern university; publications in leading 
American, British, and German journals. Seeks summer position, 1956. E586 


Industrial organization, public control, public utilities, economic development, 
theory: Man, 39; Ph.D., Cornell. Four years of university teaching; 5 years of high- 
level economic research; extensive professional publications. Seeks permanent con- 
nection at large university. Available in September, 1956. - E587 


Economic theory, labor, business cycles, public finance, comparative systems: Man, 
26, single; B.Ed., B.S., M.A., Ph.D. expected in July, 1956. Two years of teaching 
experience at undergraduate level; one monograph published. Officer, Canadian 
Army. Available for teaching position in September, 1956. E588 


Finance, investments, corporation finance, money and banking, insurance, accounting, 
economics: Man, 37, married; B.S. in Commerce, De Paul University; M.B.A. in 
Finance, University of Chicago; Ph.D. dissertation in process, University of Missouri. 
Seven years of teaching at Midwest state university. Active worker with student 
groups; stimulating teacher; looking forward to writing articles for learned journals 
after degree is conferred. Desires a permanent teaching position with a future, in 
a large school. Prefers mild climate; willing to relocate in West, South, Mid-Atlantic, 
or Midwest. E589 


World politics and bistory, American political, financial, and industrial economics: 
Man; LL.B., Georgetown University; 1 year postgraduate work in science, George 
Washington University. Six years as part-time instructor in economic order, con- 
temporary economic problems, economics of the petroleum industry and business 
law, University of Tulsa; 3 years of federal government experience as industrial 
economist; 6 years as economic adviser and assistant to president of major American 
corporation; organizer and for 5 years manager of Mid-Continent Oil Company; 
wartime director of War Production Board’s Chemical and Allied Products Division; 
1946-48, chief, Manufacturing Branch, General Headquarters, Supreme Commander 
of the Allied Powers, Tokyo; 5 years of residence in Far East and extensive travel in 


Middle East, Africa, Europe, and South America. Author of standard textbook on . |. 


industrial economics and of more recent books on international politics and diplo- 
matic problems and domestic economics. Interested in full- or part-time teaching of 
Far Eastern affairs, U.S. economic order and contemporary problems, management, 
and general allied business subjects. Available at once. E590 


Economics, statistics, accounting, marketing, corporation finance, investments, eco- 
nomic history, money and banking: Man, married; requirements for Ph.D. completed 
and dissertation in progress. Ten years of teaching experience at the university level. 
Interested in teaching position. Partial to Southwest or East. E591 


Market research, industrial development, business administration: Man, 33, finishing 
Ph.D. in New York area university. Extensive experience in government and business, 
leaving position as research department head to return to New York area. Primary 
interest is in research, consulting, writing on economic subjects. Some teaching ex- 
perience; will teach part time. x 592 


Economic principles, monetary economics, business cycles, public finance, credit and 
collections: Man, 29, married; B.A., M.A. Two years of experience as assistant credit 
manager. Desires position in teaching or credit field. E593 


Corporation economics, marketing and public relations: Man, 45, married; B.S., M.S., 
Ph.D., fellowships, scholarship and summa cum laude, honor societies. Now econo- 
mist for national company; experience also includes full professorship, research 
director, marketing and advertising head, naval officer. Desires teaching and research 
position in university. Available in fall, 1956. E594 


standing and speaking knowledge of Japanese. At present completing economic con- 
: sulting assignment for National Planning Association as Japan expert for the Survey 
of Peacetime Uses of Atomic _ (to be — Other —_ in field of 
* 


Economic principles, advanced value theory, welfare economics, comparative eco- 
nomics, economic thought: Man, 51; Ph.D., plus two years of postdoctoral research 
training assistantship at Columbia. Six years a university teaching; 7 years with WPB 
and OMGUS (Berlin) as statistician-economist. Reads Russian, German, French, and 
Spanish; author of significant books. Desires full- or part-time teaching or research 
position. E595 


Statistics, business cycles, national income analysis, economic feeies. pe price theory, 
history of economic thought, economic history: Man, 24; Ph.D. expected in June, 
1956, Yale University. Some teaching experience. Desires teaching position beginning 
in September, 1956. E596 


Real estate, urban land economics, finance, business fluctuations, economic principles: 
Man 38, married; dissertation in process. Sixteen years of private and government 
experience in economic analysis, industrial development, housing finance, market 
analysis, and urban redevelopment; now filling temporary vacancy as acting assistant 
professor at West Coast university. Available in July or September, 1956, for teaching 
and/or research appointment. E597 


Public finance, money and banking, economic thought, business cycles, principles, 
Statistics: Man, 31; M.A., Ph.D., University of Wisconsin. Seven years of. teaching 
and research. Author of "journal articles, book reviews, booklets, and two books; 
publications have dealt with public finance. Desires teaching or teaching and research 
combination. E598 


Foreign trade, customs tariffs, labor relations, socioeconomic research: Man, 54; 
= S., M.A., Ph.D. Seeks position with nonprofit organization as research man, full- 
art-time or individual basis. Would also consider publishers representative offer 

of fu ll- or part-time for Pacific Coast. Well acquainted with Western European trade 
t speaks the Scandinavian languages and German. E599 


Marketing: Man, 44, married; Ph.D. Special interest in market research and foreign 
trade. Teaching, research, and consulting experience; qualified in areas of manage- 
ment controls and statistical design. Now in business research bureau of urban uni- 
versity. Seeks more responsible position. Willing to locate anywhere. E600 


Consumer economics, marketing, statistics: Woman, 45, married; Ph.D. Eight years 
of experience as assistant professor in western college, special lecturer in eastern state 
university and consultant in consumer product development; 3 years as government 
economist training and supervising economic analysts; 8 years as market analyst, 
editor, and lecturer. Available in September, 1956, within commuting distance of 
home in New York City suburban area. E601 


London School of Economics and Political Science 
UNIVERS: OF LONDON 


The following rints of scarce tracts in economics and political science, ubiished by the 
London School of Economics and Political Science, are available to members of tae Ameri- 
can Economic ‘Association at the reduced prices quoted. Orders must be sent to the Secretary 
of the American Economic Association ~> vanston, Illinois, and must be accompanied by a 
draft in favor of the London School of Economics and Political Science. 


Series of gt of Scar: Tracts in Economic and Political Science 


(1879) 1930, pes 1935, 1949; 7 7 pp. 6s. 


(Nos. 2, 3, 4, 5, 6, 7, 8, 9, 10, 11, 12, 13, 14, . - 17, 18, 19, 20 are out of print) 
Series of Reprints of Scarce Works on Political Economy 

. MountirortT Lassertae. Three Lectures on Commerce and One on Absenteeism, (1835) 
1937; iv, 111 pp. 

. JouN Stuart MILL. ia on Some Unsettled Questions of Political Economy. (1844) 
1948 ; vi, 164 pp. 

. D. H. pr er A Study of Industrial Fiuctuation, (3915) With a new Introduction 
by the Author, and an appendix entitled ““Autour de la Crise Américaine de 1907 ou 
Cap — -réels et Capitaux-apparents’’ by M. Labordére. (1908) 1948; xxv, 350 pp. 

LESLIE ae The English Utilitarians. 3 Volumes 


yo remy 326 pp. (1900 
ames *Mill,” ) 1950 
1. Vol. ‘John Stuart Mill,” pp. £1. 15s, Od. a set 


. M. tar a Georcs. London Life in the XVIIIth Century. (1925) 1930, 1951. 468 pp. 
i2s. 5 


(Nos. 1, 2, 3, 5, 6 are out of print) 


L’industria 
Review of Political Economy 
Editor: Ferdinando di Fenizio 


Summary of Issue n° 3/1955 


n° 3/1955 
J. Marschak Toward a preference scale for decision making. 
B. Colombo New contributions to the sequential analysis of the correlation. 
R. S. Eckans The Problem of the relationship between factors in backward areas. 
H. B. Chenery The role of industrialisation in the development of southern Italy. 
J. Tinbergen Mathematics and economy: ‘he functions of mathematic treatment. 
M/Fermar A conjunctural indication extracted from the “estimate” of the state. 
B. Calabi The second Plan of the British Iron and Steel Industry. Development 
through the period 1953-1958. 
A. Pastore The sense and industrial value hg the linguistic analysis on the border- 
land of the spirit according to the theory of of Gilbert Ryle. 
Each number contains summaries in English of the original articles. 
Annual! Subscription rate for Abroad: Lire 6.000. Anyone interested may send for a sample copy. 


Editorial and administrative offices: Via Farneti, 8—Milano, Italy 
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“YOURE 
TELLING 
ME!” 


“That's a funny one. You telling me what a great 
thing the telephone is. As if I didn’t know! 


“Why, I’m one of the main reasons we have tele- 
phones in our house. For you can bet your life I 
keep the folks pretty busy around here. 


“Just think! If we didn’t have a telephone, 
Grandma couldn't call up to ask if I had a tooth. 
And Daddy couldn't talk to us when he’s out of 
town. We couldn’t order things in a hurry from the 
stores. And Mother would be tied down just some- 
thing awful. 


“And suppose one of us suddenly took sick? Or 
there was a fire? Or a robber, maybe? Well, I don’t 
worry about those things when I see the telephone. 


“ ‘Doesn't cost much either,’ my Daddy says. And 
Mother says, ‘I don’t know what I'd do without it.” 


BELL TELEPHONE SYSTEM 


i 
| 


What will 
the cost of living be 


When f Retire? 


How much will a new suit cost? A pair of shoes? The 
daily purchases at the grocery store? Books, travel, the 
other things that make the years of retirement worth while 
for the educator? 


Inflation is causing real hardship today for anyone who 
retired on a fixed income. He receives the same number of 
dollars in his pension check each month, but he has seen 
his purchasing power dwindling away in recent years. 


A pioneering type of annuity, available only to college 
staff members, now tries to do something about this prob- 
lem. Educators may pay up to 50% of thei annuity pre- 
miums to the new College Retirement Equities Fund; the 
balance of the premium to TIAA. 
The unique CREF variable annuity is based uponcommon 
stocks; it will pay more annuity dollars when common 
stock prices and earnings are high—usually, when the cost 
of living is high. The accompanying TIAA annuity pays a 
level number of dollars regardless of economic trends—giv- 
ing greater purchasing power when the cost of livingis low. 
This balanced system tends to hedge 
against both inflation and deflation. 
Any employee of a college or university is eligible. Write 
for further details; we employ no agents. 


TEACHERS INSURANCE AND ANNUITY ASSOCIATION 
COLLEGE RETIREMENT EQUITIES FUND 
522 Fifth Avenue, New York 36, N.Y. 
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ECONOMICS 


Bloom and Northrup: Price 
ECONOMICS OF LABOR RELATIONS, Revised Edition 
799 pages 1954 $6.00 


Bratt: 
BUSINESS CYCLES AND FORECASTING, Fourth Edition 
635 pages 1953 6.00 
Due: 
GOVERNMENT FINANCE: An Economic Analysis 
580 pages 1954 6.00 
Grampp and Weiler: 
ECONOMIC POLICY: Readings in Political Economy 
406 pages 1953 3.75 
Hanson and Cohen: 
PERSONAL FINANCE: Principles and Case Probiems 
693 pages 1954 6.00 
Harriss: 
THE AMERICAN ECONOMY: Principles, Practices, and Policies 
1051 pages 1953 6.00 
Kindleberger: 
INTERNATIONAL ECONOMICS 
563 pages 1953 6.00 
lee: 
ECONOMIC FLUCTUATIONS 
651 pages 1955 6.00 
Locklin: 
ECONOMICS OF TRANSPORTATION, Fourth Edition 
930 pages 1954 6.50 
Peach: 
PRINCIPLES OF ECONOMICS 
” 720 pages 1955 6.00 
Peach and Krause: 
BASIC DATA OF THE AMERICAN ECONOMY, Fourth Edition 
147 pages 1955 2.00 
Scitovsky: 
WELFARE AND COMPETITION: The Economics of a Fully Employed Economy 
473 pages 1951 5.50 
Shaw: 
MONEY, INCOME, AND MONETARY POLICY 
680 pages 1950 6.00 
Snider: 
INTRODUCTION TO INTERNATIONAL ECONOMICS 
492 pages 1954 6.00 
Spiegel: 
CURRENT ECONOMIC PROBLEMS, Revised Edition 
692 pages 1955 6.00 
Spurr, Kellogg, and Smith: 
BUSINESS AND ECONOMIC STATISTICS 
916 pages 1954 6.00 
Stelzer: 
SELECTED ANTITRUST CASES 
220 pages 1955 3.50 
Wilcox: 
PUBLIC POLICIES TOWARD BUSINESS 
916 pages 1955 6.50 
PUBLISHERS FOR THE AMERICAN ECONOMIC ASSOCIATION 
RICHARD D. IRWIN, INC. HOMEWOOD, ILLINOIS 
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NEW AND RECENT 
IRWIN TEXTS IN . 
Text 


A Fresh Approach to Economic Theory 
of Immediate Interest to all Economists 


A 
GENERAL THEORY 


ECONOMIC PROCESS 


By Neit W. CHAMBERLAIN 


PROFESSOR OF ECONOMICS, GRADUATE SCHOOL OF BUSINESS ADMINIS- 
TRATION, COLUMBIA UNIVERSITY 


Author of The Impact of Strikes, Union Challenge to Management 
Control, and other works 


“An interesting experimental contribution to the much- 
needed process of exhibiting features which economic 
and political behavior have in common. To economists, 
it is a salutary challenge to analyze the economy in 
terms of active processes rather than abstract levels of 
equilibrium, stressing bargaining processes, which 
theories of equilibrium tend to leave offstage, while 
descriptive economics tends to treat them—especially 
in the labor field—without a conceptual framework. 
It is to be hoped that the book may stimulate useful 
debate, which might push economic analysis ahead in 
these directions.” — JOHN Maurice CLARK 


370 pages $5.00 


HARPER & BROTHERS PUBLISHERS 
49 East 33d Street New York 16, New York 
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A new book . . . timely and original 
MONOPOLY IN AMERICA: Ts, Spveramen" 


by Walter Adams and Horace M. Gray 


Introduction by Senator Paul Douglas, former President of the 
American Economic Association 


The basic thesis of this book is: that the anti-trust laws are no longer adequate 
to insure the perpetuation of a freely competitive enterprise system; that govern- 
ment has by administrative action consciously or unconsciously promoted mo- 
nopoly ; and that, conversely, government can in the future use its power to pro- 
mote competition, Case discussion supplements these basic ideas. 


The authors trace the impact on the competitive structure of the economy result- 
ing from governmental policies with respect to: (1) taxation (depletion, ac- 
celerated amortization, 1954 tax law) ; (2) regulation (TV, trucking, airlines) ; 
(3) procurement (defense contracts, Dixon-Yates, tank contracts) ; (4) disposal 
of surplus property (steel, aluminum, synthetic rubber); and (5) legislation 
(atomic energy). In each case specific practical recommendations are made on 
how the government can use its powers to promote competition and pfevent 


monopoly, 


‘A remarkably sane approach to the new doctrine of bigness and the old doctrine 
of smallness, Liberation from an over-credulous acceptance of either extreme is 
offered in the thesis that business can be big enough for economy without being - 
too big for competition. The authors’ sharp accent on government action which 
fosters monopoly in the name of private enterprise is especially timely at this 
hour.””—Ad!ai Stevenson 


A professor who read the manuscript reports: “The virtues of the volume are 
clear. It is a book with a purpose—almost a passion—-and unlike many such books 
is technically competent and well and carefully researched. It attacks a popular, 
current in economic thought, and it does so with considerable discrimination.” 


Published November 1955 $2.75 


60 FIFTH AVENUE, NEW YORK 11 
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Economics of Transport 
by EMERY TROXEL, Wayne University 


ihe Gut dhisieee Applying economic concepts of demand, cost, substitutive and 
economic treatment marginal-limit relations to transport systems, the author pro- 
vides, in this text, a thorough, fundamental and constructive 
understanding of transport problems. He brings out, in the 
light of economic reasoning, inefficiencies in transport organi- 
zation and possibilities for improvement; and shows some of 
the fallacies in both private and public policies on such matters 
as entrance of new firms, competition among transporters, 
reasonable earnings, :ate discrimination and pricing practices. 
The various types of transport are treated coordinately, anc 
examples from the histc: » and operating conditions of each are 
used to illustrate funds:ental economic relationships. 
837 pages. $7.00 


The Price System and 
Resource Allocation 


by RICHARD H. LEFTWICH, Oklahoma A & M College 


i dew quecteneiien This exceptionally clear, concise presentation of price theory 
for undergraduate provides a basic understanding of important modern eco- 
courses nomic concepts and a sound foundation for more advanced 
study. The author builds up in logical steps a coherent, con- 

sistent set of principles underlying the operation of the price 

system in a stable, free economy, emphasizing the significance 

of these principles as a tool in determining economic efficiency. 

372 pages. $4.50 


Important contributions to 
economic thought 


WICKSELL’S Value, Capital and Rent 


The first English translation of a major work of one of the great economic 
thinkers. $3.50 


KALECKI’S Theory of Economic Dynamics. 


A synthesis and refinement of the author’s Essays in the Theory of Eco- 
nomic Fluctuations and Studies in Economic Dynamics. $3.75 


Order from 


RINEHART & COMPANY: ur. 
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[= Selected RONALD Books .. . 


ECONOMIC HISTORY of the UNITED STATES 


HOWARD R. SMITH, University of Georgia. Following a narrative presenta- 
tion to replace the usual topical one, this textbook chronologically highlights 
those aspects of our developing economy which were most significant in each 
historical era. After the adoption of the Constitution, each chapter takes up a 
short period in the sequence of administrations and interweaves skillfully the 
strands of economic history. “. . . an excellent bool:.”"—-Ervin K. Zingler, 
University of Houston. 168 ills., tables; 763 pp. 


MONEY, BANKING, and the FINANCIAL SYSTEM 


MILTON L. STOKES, Gettysburg College; and CARL T. ARLT, Oberlin 
College. Emphasizes the role of money and financial institutions in the de- 
termination of price and income levels. Book first presents the principles of 
monetary theory, and then covers traditional topics in detail. Incorporates find- 
ings of the Douglas and Patman Congressional subcommittees and the experi- 
ences of the Federal Reserve with credit controls. “. . . the book’s clarity helps 
the student get a perspective for current problems.”—Sidney Wertimer, Hamil- 
ton College. 56 ills., tables; 670 pp. 


ECONOMIC HISTORY of GREAT BRITAIN 


W. STANFORD REID, McGill University. Surveys the economic history of 
Great Britain from its prehistoric beginnings to the present—with emphasis on 
the period after 1715. Includes contributions of Scotland, Ireland, and Wales to 
the British economy as a whole. Developments are related to views expressed 
over the years in political, philosophical, and religious thought. “Lucid, inter- 
esting, factually accurate, and economically sophisticated. It should find ready 
acceptance.”—The Southern Economic Journal. 8 maps, 557 pp. 


MODERN LABOR ECONOMICS 


PEARCE DAVIS and GERALD J. MATCHETT—oth Illinois Institute of 
Technology. Analyzes expertly the entire range of labor-management relations. 
The book underscores the collective bargaining agreement as the generally 
accepted method of settling disputes, and individual bargaining as an important 
alternative method. Integrates the many diverse faces of uni ent rela- 
tions, explaining such key concepts as wage structures and differentials, labor 
supply and demand, issues of public policy, etc. . @ text of great merit.”— 
Edwin E. Witte, University of Wisconsin. 42 ills., tables; 659 pp. 


Cases and Problems in 


PERSONNEL and INDUSTRIAL RELATIONS 
EDGAR G. WILLIAMS and JOHN F. MEE—both Indiana University. A 


supplementary casebook to accompany any standard textbook in personnel 
management. Forty-four realistic case studies offer practical experience in 
handling typical personnel situations. Seven summary problems integrate the 
varied case materials into an over-all picture. “The cases are short, understand- 
able, and provocative; their solutions require analysis and reasoning.”—Harvey 
S. Reed, University of Baltimore. Illus. 204 pp. 


= The Ronald Press Company © 15 €. 26th st., New York 10 
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Two important new books in economics 


Economic Growth and 
Instability 


A Study in the Problem of Capital Accumulation, 
Employment, and the Business Cycle 


_ By DANIEL HAMBERG, University of Maryland 


In this new book the author examines the recent iiterature on the problem 
of capital accumulation and instability, He not only presents his own com- 
mentary on and assessment of the growth !i‘crature, and much positive 
new analysis, but also furnisies both the professional economist and the 
advanced student with a convenient summary of that material. Professor 
Hamberg’s theme is that the business cycle and secular trends of a capital- 
ist economy are to be best understood as the outgrowth of the irregularity 
of economic progress. 


xiv and 330 pages Ilusivaied Price, $4.00 


Intermediat:; ?rice and 


Income Theory 
By M. M. BOBER, iuwrerre College 


Published just last spring, this new text has slready evoked praise from 
teachers of economics who are using it succ: sfully in classrooms this year. 
Notable for its logical organization, clarity of style, and abundance of 
illustrations, the book leads the student by easy stages to a thorough analysis 
of the principles behind the workings of our economy. There are separate 
chapters on utility, indifference curves, diminishing returns, costs, competi- 
tion, monopoly, monopolistic competition, oligopoly, wages, interest, rent, 
profits, income concepts, income determination, and welfare problems, 


512 pages 65 diagrams 22 tables Price, $5.00 
College Department 


W. W. NORTON & COMPANY INC. 
55 FIFTH AVENUE NEW YORK 3, N.Y. 
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McGRAW-HILL 


SOCIAL SECURITY AND PUBLIC POLICY 


By Eveuine M. Burns, Columbia University. In press 
Provides an analysis of the factors influencing policy decisions in the field of socia: 
security. While drawing illustrative material primarily from the American Social Security 
System, it introduces a great deal of comparative material, in order to show how other 
countries and systems have solved specific problems, or failed to solve them. -: 


PERSONNEL AUDIT AND APPRAISAL 

By Tuomas J. Luck, College of William and Mary. 330 pages, $6.00 
Covers both the principles and the methods of measuring employee effectiveness, qualifica- 
tions, attitudes, and morale. Its objective is to examine how accurate, timely, and com- 


plete information about the performance of the personnel function can be gathered in a 
form that is easily interpreted for decision making. 


ADVERTISING COPY AND COMMUNICATIONS 


By S. Watson Dunn, University of Wisconsin. In press 


Designed to provide coverage of both the theory and the practice of writing copy that 
communicates and sells. It is based on the premise that the successful copywriter has to 
know not only what to do, but why it should be done. Here, for the first time, the rich 
store of communications research accumulated by social science and advertising researchers 


is tapped. 


PSYCHOLOGY IN MANAGEMENT 
By Mason Hame, University of California. In Press 


Emphasis here is on the psychological principles under!yir:z iidustrial problems. The book 
is designed to help people see the nature of such problems and their underlying psycho- 
logical reasons. The author discusses the nature of people, and how their needs express 
themselves and press for satisfaction in application to managerial problems in industry. 


PUBLIC CONTROL OF ECONOMIC ENTERPRISE 


By Harotp D. Koontz, University of California, Los Angeles; and 
Ricnarp W. Gate, University of Southern California. in Press 


Presents a cemprehensive statement of the problems that have given rise to government 
economic controls, to review the nature of and the experience under them, and to evaluate 
these controls. It covers all major aieas of the economy that have experienced government 
aid, assistance, or regulation. 


Send for copies on approval 


McGRAW-HILL BOOK COMPANY, INC. 


330 WEST 420 STREET, NEW YORK 36, N.Y. 
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Economic Facts 
at 
Your Finger-Tips 


THE ECONOMIC ALMANAC 
1956 


Prepared by the National Industrial Conference Board 


When you need dependable, up-to-date informa- 
tion in statistical form on Resources, Prices, 
Finance, Transportation, Trade, Manufacturing, 
Labor, National Income, International Economics, 
or other cu-rent economic topics, you can find it 
quickly and-easily in The Economic Almanac! 


In the 1956 revision ther has been added new in- 
formation much in demand on such vital subjects 
as: consumer credit; saving and liquid assets of in- 
dividuals; federal, state, and local finance; popula- 
tion; stock ownership; and central bank reserves. 
The section on Canada has been more than 
doubled. 

January, 1956. 688 pages. Glossary of Selected 

Terms. Hard Cover. Trade Edition, $3.95. Text 


Edition, $2.95 (less 15% discount to faculty mem- 
bers, cash with order, postpaid) 


Other Economics Textbooks from the Crowell List: 


ECONOMIC HANDBOOK: A Visual Survey (Fowler, 
Griffin, Cohen, Cropsey, Greenwald, Sethur) 1955. 


246 pp. Paper. $2.45 


COMPETITIVE ECONOMIC SYSTEMS (Adams) 1955. 
504 pp. Cloth. $6.00 


LABOR LAW: Development, Administration, Cases 
(Sufrin & Sedgwick) 1954. 590 pp. Hard Cover. $3.95 


OUTSIDE READINGS IN ECONOMICS (Hess, Gallman, 
Rice, & Stern) 1951. 877 pp. Hard Cover. $2.95 


THOMAS Y. CROWELL COMPANY 


432 Fourth Avenue, New York 16, N.Y. 
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Announcing Two New January Books 


THE FAILURES OF ECONOMICS 


A Diagnostic Study 


By SIDNEY SCHOEFFLER. Modern economics suffers from a chronic 
inability to make dependable predictions and effective policy recom- 
mendations. Analyzing this situation, Mr. Schoeffler probes into the 
methodological weaknesses of much of current economics. He clearly 
presents the concepts and laws that a “scientific” system of economics 
would have to be built upon—but cannot be because of the nature of its 
subject matter. He provides illuminating case studies in current economic 
thought. His careful and stimulating “diagnostic study” has much to say 
to those who are interested in methodology, whether of economics in 
particular or of the social sciences in general. To be published on Janu- 


ary 19. $4.75 


THE RISE OF THE 
NATIONAL TRADE UNION 


The Development and Sigaificance of its Structure, 
Governing Institutions, and Economic Policies 


By LLOYD ULMAN. A study of the emergence and development of the 
national trade union in the latter half of the nineteenth and early years 
of the twentieth century—the period in which it achieved dominance over 
other forms of labor organization. 


SUMNER SLICHTER, in his Foreword to this book, says: “There has been 
lacking . . . a comprehensive study which brings together the facts about 
the development of union government and policies end which shows 
how the present national unions have come to be what they are. This 
important gap has been filled by Professor Ulman. His study, I am sure, 
will quickly win recognition as one of the most competent and distin- 
guished books on American industrial relations.” = Five charts. $9.50 


Through your bookseller, or from 


HARVARD UNIVERSITY PRESS 
44 Francis Avenue, Cambridge 38, Massachusetts 


RRRRRRR 
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THE POLITICS OF DISTRIBUTION 


JOSEPH C. PALAMOUNTAIN, JR., shows how the bitter economic conflicts which 
arose, in the decade of the Great Depression, between large and small organizations 
became political struggles—and were then, in their turn, altered or settled by the 
outcome of these political struggles. His investigation—centered on the grocery, 
drug, and automobile trades—of the peculiar relationships between political power 
and economic conflict wil] interest politica] scientists, economists, and professional 
and academic students of the distributive trades. $4.75 


MARKETING EFFICIENCY IN 
PUERTO RICO 


JOHN KENNETH GALBRAITH, RICHARD H. HOLTON and their associates 
present a comprehensive study of the marketing of food and other important 
products of everyday use in the Commonwealth of Puerto Rico. Their analysis “ffers 
a pioneer effort in coming to grips with a problem that confronts many uidarde- 
veloped communities—the problem of an inefficient and costly system of distributing 
goods. Much of the methodology represents a rew approach in economic research. 
This book will thus be valuable to economists generally, and to those concerned 
with Puerto Rico and with underdeveloped areas in particular. $4.50 


PLANNING FOR SUCCESSFUL 
DAIRYING IN NEW ENGLAND 


By RICHARD G. WHEELER and JOHN D. BLACK. This helpful book is based in 
large part on careful analysis of long-range management alternatives facing 241 
individual dairymen in 21 counties of New England. It reports the kinds of adjust- 
ments which appear to offer promise for future development of these farm businesses, 
and reviews the experiences of the operators during a three-year period of moving 
toward their revised management plans. Through use of the operating-unit ap- 
proach and comparative budgeting, the book illustrates techniques which will enable 
other farm operators to evaluate their opportunities as a step toward attaining 
greater success. $5.00 


Through your bookseller, or from 
HARVARD UNIVERSITY PRESS 
4% Francis Avenue, Cambridge 38, Massachusetts 


~ 
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CRUDE OIL PIPE LINES AND 
COMPETITION IN THE OIL INDUSTRY 


By LESLIE COOKENBOO, Jr. Here for the first time is a thorough investigation 
of the costs of operation of crude oil pipe lines, and of the struciure of the pipe 
line, refining and crude production stages of the oil industry. On the basis of this 
investigation, Mr. Cookenboo gives a cogent evaluation of the controversy over 
ownership, shows why the two major solutions so far proposed would probably not 
work, sets forth the necessary goals for any public policy toward crude oil pipe 
lines, appraises the oil industry’s performance along these lines, and advances a new 
proposal for public policy. 20 tables, 2 figures, 12 charts $4.00 


MERCHANTS, FARMERS, 
AND RAILROADS 


Railroad Regulation and New York Politics, 1850-1887 

By LEE BENSON. A scant four decades separated the passage of the New York 
Free Railroad Law which sweeping!y endorsed Jaissez-faire and the Interstate Com- 
merce Act of 1887, which signaled its end. Mr. Benson analyzes the prime question 
of that period—how the profits of the free enterprise systems were to be divided 
among merchants, farmers, railroaders, and entrepreneurs. $5.50 


THE POLITICAL ELEMENT IN 
THE DEVELOPMENT 
OF ECONOMIC THEORY 


By GUNNAR MYRDAL, author of An American Dilemma. “In a book which presents 
challenges to thinking on almost every page, Myrdal discusses the role of economics 
in politics and traces this relationship in the development of economic thought. 
The classical theory of value, the neo-classical theory of value, the theory of public 
finance, and the idea of ‘social housekeeping’ (a carry-over of the idea of ‘house- 
hold economics’) are examined with this relationship in mind.”—Southern Economic 
Journal. “Readers curious to know where economists have been and where they 
are now, could do much worse than to read Myrdal’s delightfully argumentative 
book.”—Rosert LEKACHMAN, in the New Republic. $5.00 


Through your bookseller, or from 
HARVARD UNIVERSITY PRESS 
44 Francis Avenue, Cambridge 38, Massachusetts 
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Published in October. An unprejudiced study 
of moneylending during the last century 


MONEY AT INTEREST 


The Farm Mortgage on the Middle Border 


By ALLAN G. BoGuE, The State University of lowa 


Settlers on the average Kansas or Ne- 
braska homestead in the last decades of 
the nineteenth century needed at least 
a thousand dollars to get their farms 
into Since most settlers 
started out with barely enough money 
to meet household expenses until first 
crops matured, the moneylender exer- 
cised a necessary function in the devel- 
opment of the West. 


Professor Bogue examines basic ques- 
tions: What proportion of settlers used 
their land as security? Why did the 
borrow? How successful were the lend. 
ers in realizing returns on their capital? 
How successful were borrowers in 
utilizing loans and repaying them? 
Original sources were used in preparing 
this first full-scale account of the west- 


‘ern farm mortgage business. 


303 pages, 26 tables. *4:0 
CORNELL UNIVERSITY PRESS, Ithaca, N.Y. 


Published: Four Times a Year 
Content: 300 Abstracts Per Issue 


New York University 
ECONOMIC ABSTRACTS 


(A digest of Periodical Literature in Economics and Business) 


Length of Abstracts: 200 words each 
Coverage: 60 Economic and Business Journals 
Subject Index: Several thousand entries with numerous cross-references 


Subscription Price: $8 per year (plus postage to foreign countries) 


Business Office: New York University, South Building 
Room 61, Washington Square 
New York 3, New York 
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Announcing 


Money, Banking, 
and National Income 


by J. WHITNEY HANKS and ROLAND STUCKI 
University of Utah 


AAKC 


This text presents a systematic integration of monetary 
theory, commercial and central banking practices, and na- 
tional income changes. Emphasis is placed on the national 
income approach ‘to economic analysis, and this approach is 
integrated with.tye institutionai discussions. It seeks to aid 
the student to a betfer understanding of the monetary, bank- 
ing, and fiscal forces which affect income, employment, and 
price changes within the economy. 520 pages, $6.00 text 


DAAKC: 


Labor Economics and 
Problems at Mid-Century 


by SIDNEY C. SUFRIN and ROBERT SEDGWICK 
Maxwell Graduate School of Citizenship and Public Affairs 
Syracuse University 
This book combines theoretical material with its application 
to labor problems and legal and social institutions of the 
present-day United States. It stresses the pragmatic nature of 
judicial, legislative, and institutional behavior in the labor 
scene, and recognizes the importance of non-economic 
factors in economic decisions. For an introductory course in 
labor economics. 386 pages, $5.75 text 


ALFRED A. KNOPF, Publisher 
501 Madison Ave. College Department New York 22 
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FOR SECOND SEMESTER COURSES 


Ross Robertson History of the American Economy 
A concise, readable, and up-to-date history from the 
Colonial period to the 1950's, with special emphasis on 
post-r921 developments. Published May, 1955. 593 
pages, $5.75. 


FOR SPRING PUBLICATION 


A. Smith Pond Essential Economics 
A down-to-earth introductory text which includes es- 
sential theory but stresses practical applications for the 
citizen, 


HARCOURT, BRACE AND COMPANY 383 Madison Avenue, New York 17 


GEORGIA STATE COLLEGE 
OF BUSINESS ADMINISTRATION 
ATLANTA, GEORGIA 


The rapid development of this institution has resulted in its being created a separate, inde- 
pendent unit of the University System of Georgia by our Regents, effective September 1, 
1955. Formerly known as the Atlanta Division, University of Georgia, and The State College 
of Business Administration, the institution is now named: GEORGIA STATE COLLEGE 
OF BUSINESS ADMINISTRATION. 


THE GEORGIA STATE COLLEGE OF BUSINESS ADMINISTRATION is a downtown 
college, with day and evening classes. The 1955 fall enrollment in the School of Business 
Administration is 4324; enrollment in the School of General Studies is 1968. 


Recent growth has been absorbed by the addition of staff selected from the business com- 
munity, and employed on a part-time basis. Full-time staff now numbers 39. With increased 
State support, the School of Business Administration is embarking on a program to add 
immediately a net of fourteen to the business staff. Vacancies exist in the fields of Accounting, 
Economics, Economic Statistics, Industrie] Relations, Management (Chairman of the Di- 
vision), Marketing, Insurance, Real Estate, Transportation. Candidates must possess the 
doctoral degree (Ph.D., D.B.A., or D.C.S.). Salaries on a nine months’ basis are attractive; 
30% of the basic nine-months’ salary is offered for summer teaching; a full schedule of 
teaching is available for 100% of our faculty who desire summer teaching. 


Qualified applicants may write Dean George E. Manners, School of Business Adeninistration: 
Georgia State College of Business Administration, 33 Gilmer Street, S.E., Atlanta, Georgia. - 
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UNIVERSITY 
PRESS 


Distribution’s Place in the American 
Economy since 1869 
By Harold Barger 


An important contribution to our knowledge of a field which only recently has 
been the subject of careful statistical investigation. The author examines signifi- 
cant changes that have taken place in distribution—in its output of services, 
its share of the labor force, in productivity, costs, and in the relative importance 
of wholesale and retail trade and the kind of merchant engaged in each. Pub- 
lished for the National Bureau of Economic Research. 224 pages. $4.50 


Input-Output Analysis: An Appraisal 
Studies in Income & Wealth, Volume 18 
By the Conference on Research in Income & Wealth 


The first systematic and detailed survey of input-output analysis, which is at 
the same time the newest and most controversial of economic tools. Ten leading 
authoritics on the quantitative analysis of relations among industries present im- 
portant new findings in their field, suggest the implicati¢ns of inpw€output 
analysis for the entire field of economics, and discuss its usefulness and reliability. 
Published for the National Bureau of Economic Research{ 


384 pages. Charts. $7.50 


A Study of Saving in the United States, Vol. lil 


By R:ymond W. Goldsmith, et al. 


Entitled Supplementary Studies, this third and final volume of a series covering 
the years 1897 to 1949 consists of a group of special studies primarily concerned 
with the national balance sheet, the wealth of different groups, and saving as 
shown in consumer expenditure studies. In a recent front-page article, the New 
York Times called this three-volume set “the most comprehensive study and 
analysis of the saving process ever produced.” 


Volumes I & II together. $30. Volume III, 494 pages. $8.50 


Order from your bookstore, or 
PRINCETON UNIVERSITY PRESS, Princeton, New Jersey 


Please mention Tue American Economic Revirw When Writing to Advertisers 


Ge: 
| 
Pt 


A Fresh, Authoritative Contribution .. . 


Published MO N EY A N D 
BANKING 


By Eugene S. Klise, Ph.D., Miami University 


Here is a new introductory book that is primarily concerned with ex- 
plaining the relation of money and banking to the general economy. It 
provides a balanced treatment of historical material and institutional 
operation with an adequate coverage of monetary theory and fiscal 
policy. Proper emphasis is given to the role of the Treasury as the domi- 
nating factor in the field of money and credit. The book is well suited 
for a two-semester course, as well as a one-semester course, if supple- 
mented by the suggested recent readings suggested in the free instructors’ 
manual. 


SOUTH-WESTERN PUBLISHING CO. 


(Specialists in Business and Economic Education) 
Cincinnati 27 New Rochelle, N.Y. Chicago 5 San Francisco 3 Dallas 2 


Douk toll me you havent secon... 


MANUFACTURER AND DISTRIBUTOR BRANDS, by R. H. Cole, 
L. M. DeBoer, R. D. Millican, and Nugent Wedding. 


The first concerted attempt in 20 years to examine the market position and trends of 
manufacturer and distributor brands. 103 pages. 


FACTORS INFLUENCING DURABLE GOODS PURCHASES, by 
Robert Ferber. 


A basic analysis of the relationships between planning, expectations, socio-economic 
characteristics, and durable goods purchases based on a monthly consumer panel 
operation. 72 nages. 


SALES FORECASTING: METHODS OF SELECTED FIRMS, by 
C. Merle Crawford. 


A balanced report on how sales forecasts are made in the context of the background 


situation and the problems of the particular firm. 72 pages. 
Each study $1.00 per copy. 
BUREAU OF ECONOMIC AND BUSINESS RESEARCH 
University of Illinois Urbana, Illinois 
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for January publication 


TRENDS AND CYCLES IN ECONOMIC ACTIVITY 


WILLIAM J. FELLNER YALE UNIVERSITY 


REAL ESTATE APPRAISAL 


PAuL F. WENDT UNIVERSITY OF CALIFORNIA 


CREATIVE ADVERTISING 
| WHITTIER 


INDUSTRIAL & COMMERCIAL GEOGRAPHY 


SMITH ¢@ PHILLIPS @ SMITH 


READINGS IN MARKETING 
FROM FORTUNE 


Brown 


STATISTICAL METHODS 
MILLs 


Henry Holt and Co. New York 17 
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MAINSPRINGS OF THE GERMAN REVIVAL 
Henry C. Wallich 


of the strongest and soundest economics in Europe. Professor W. 

the factors and controls operating to produce the recovery, and shows how they 
were helped by political and economic events outside of Germany. $4.50 


THE ECONOMICS OF LOCATION 
Augustus Lésch 


This unique treatise on the dispersion and location of farms, cities, and manu- 
facturing centers in relation to their environment has become something of a 
classic in the original German edition. Now available for the first time in Eng- 
lish, this book pioneers a new field—the relation of economic goods and 

raphy—and opens the way to a new dimension in economics. $7.0 


AT YOUR BOOKSTORE 
YALE UNIVERSITY PRESS 


NEW HAVEN 7 CONN 


Two recent books for the economist’s library 


JOHN MAYNARD KEYNES 


ECONOMIST AND POLICY MAKER 


a predominant eff. 

thought ~ as John Ma His disciples ye infil 
in determining American and British governmental policy; and today Lord 
Reyned theories continue to be ent and much debated. This brilliant 

by an eminent scholar roughly explores the “Keynesian Revo- 
lution, the controversial theories and their meanings. It evaluates a man 
of disquieting genius and provides view of modern economic 
thought. A Twentieth Century Library V. $3.00 


THORSTEIN VEBLEN 


A CRITICAL INTERPRETATION 
By Riesman 


ti through with brilli itively crowded with original insights and criticism, 


is 
and finely poi 


admiration for *s unique vision and a wariness of his seductively 
deceptive a a. ts.”"—ROBERT L. SEILSROwER, New York Times Book Review. A Twentieth C. 
Library V. 
At all bookstores, 


CHARLES SCRIBNER’S SONS 
597 Fifth Avenue, New York, New York 
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Improving the Work 
Skills of the Nation 


Proceedings of a Conference on 
Skilled Manpower Called 


by the National Manpower Council 


Skilled manpower and the development of work skills is important to every aspect 
of our economy. Here, sixty-nine experts from industry, labor, education, the 
military, and the government examine skill development in all its aspects. 


Experience under Goth 
Railway Labor Legislation 


by Leonard A. Lecht 


A detailed survey of railway labor laws, this book gives the ful! story behind the 
decline of collective bargaining in the railroad industry. Here ar valuable insights 
into the industrywide problems of economic group organization‘ $4.25 


Man in Contemporary 
Society A Source Book Prepared by the 


Contemporary Civilization Staff of 

Columbia College, Columbia University 
In two sturdy volumes of more than 1,000 pages each, the distinguished “CC” 
staff has succeeded in collecting the core of virtually all the major contributions 
to contemporary social thought—making a2 few discoveries of its own. Contribu- 
tions by economists such as Herskovits, Veblen, Weber, Galbraith, Engels, and 
Schumpeter are matched by selections of equal distinction from the related fields. 


Yearbook of the $7.50 per volume 
United Nations, 1954 


The eighth issue of the most authoritative and detailed account of the work and 
achievements of the United Nations and its related specialized agencies. The 
1954 issue includes a running account of the substantive work of the UN for 
the year; a concise guide to the documents on specific questions; full reports on 
every major question taken up during the year; summaries of the agencies’ 
activities; charters; constitutions; and maps. $10.50 


COLUMBIA UNIVERSITY PRESS, 


Ch? New York 27, N.Y. 
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Walter Krause 


THE INTERNATIONAL ECONOMY 


Concrete problems of international eco- 
nomics, as well as current policies and solu- 
tions, are brought before the student in this 
new text in international economics. The 

essential theoretical material is enriched with thor- 
ough analyses of today’s major questions, includ- 
ing both the background and the possible solu- 
tions for these problems. Thus, Dr. Krause’s book 
offers both an introduction to the subject, and a 
broad view of the world economy today. 


This approach, plus the concise, straightforward 
organization and style, make the book ideal for a 
one-semester course in International Economics. 


Claude W. Stimson Joseph Lazar 


RECENT CASES AND MATERIALS 
IN BUSINESS LAW 


This casebook introduces the student to a group 
of recent business problems (1952-1955) which 
have been brought before the courts. It is rich sup- 
plementary material for college courses in business 
law, and its range and versatility make it valuable 
also to the business student. 


Houghton Mifflin Company 


Boston 7 New YorK 16 CHICAGO 16 DALLAs 1 PALO ALTO 
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Coming Shortly / 


MONEY, INTEREST, AND PRICES 


An Integration of Monetary and 
Value Theory 


by Don PATINKIN, the Eliezer Kaplan School of 
Economics and Social Sciences, The Hebrew Uni- 
versity, Jerusalem 


The central theme of this book is that the problems of 
monetary theory are best studied by a general-equilibrium 
analysis of the commodity and bond markets, instead of 
the more usual partial-equilibrium analysis of the money 
market alone. A direct consequence of this procedure is an 
integration of monetary theory and value theory: for the 
propositions of both theories are derived by applying the 
same analytical techniques to the same demand and supply 
functions of the same markets. 


The text of the book is designed for the general student 
of monetary and employment theory. It is accordingly 
based on literary and graphical analysis only. For the 

. specialist, the book also contains a Mathematical Appendix 
and Supplementary Notes and Studies’ in the Literature 
(the latter providing critical studies of Walras, Wicksell, 
the Cambridge School, Fisher, Cassel, and Keynes). The 
text, however, is independent of both the Mathematical 
Appendix and the Supplementary Notes, and can be fully 
understood by itself. 


Recently Published 


SOVIET ECONOMIC GROWTH: 
CONDITIONS AND PERSPECTIVE 


edited by ABRAM BERGSON, Russian Institute, Columbia 
University 


Second Printing in Process 
A TEXTBOOK OF ECONOMETRICS 


by LAWRENCE R. KLEIN, Lecturer in Economics, Univer- 
sity of Michigan 


For details, write to: 


Row, Peterson and Company 
Evanston, Ill. White Plains, N.Y. 
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Important. New Books 


AN ECONOMIC SURVEY OF COMMUNIST CHINA 


Yuan-li Wu. This volume is an exhaustive survey of the economic resources 

Communist China, its military and industrial potential. Here is a partial listing 
from the Table of Contents: 
Chapter I. and Nature of the Study. II. Background and Heritage. III. 
Economic Stabilization and Fiscal Policy. IV. Land Redistribution and Its Implica- 
tions. V. Agricultural Production and Self-Sufficiency. VI. Industrializatica, Plan- 
ning and Socialization. VII. An Appraisal of General Industrial Recovery and De- 
velopment. VIII. Survey of Selected Industries. IX. Forced Labor and Mass Labor 
Projects. X. Transportation and Domestic Trade. XI. Monetary and Banking Con- 
trol. XII. Labor Organization and Wages. XIII. Foreign Economic Relations. XIV. 
Sar i Ap ix: Government Structure in Communist China. Bibliography. 
ndex. 


Dr. Wu is a graduate of the London School of Economics and is at present at Stan- 
ford University where he is directing several research projects dealing with the Far 
East. Illustrated with charts, maps, tables and diagrams. More than 500 pages. 
Ready in October. A 
12.50 


LABOR’S WAGE POLICIES IN THE TWENTIETH CENTURY 


By James S. Youtsler. The purpose of this study is to trace organized labor's w: 
demands during the first half of the 20th century, from the “living wage” of 
1900's to the recently negotiated Guaranteed Annual Wage (GAW) of today. From 
the Table of Contents: 


I. A Survey and Critique of Wage Theories. II. AFL Wage Emphasis from 1900 
through the First World War. III. The Period of the Twenties. IV. ‘The AFL and 
CIO Federation Wage Policies (1930-1954). V. The International Ladies Garment 
Workers’ Union. VI. The Amalgamated Clothing Workers of America. VII. Inter- 
national Brotherhood of Pulp, Sulphite and Paper Mill Workers and the Inter- 
national Brotherhood of Paper Makers. VIII. United Steelworkers of America. IX. 
International Union, United Automobile, Aircraft and iculture Workers of 
America. X. The Textile Workers Union of America. XI. United Electrical, Radio 
and Machine Workers of America (UE) and International Union of Electrical, 
Radio and Machine Workers (IUE). XIU. Conclusions—A Review and Evaluation 
of Labor's Wage Policies in the Twentieth Century. 


Professor Youtsler teaches economics at Skidmore College. 
$5.00 


VIRGINIANS AT WORK 


By Raus M. Hanson. Here is a definitive work on Virginia's economic geography. 
Primarily designed as a text for Virginia schools, the volume contains a good deal 
of generally useful information not readily available elsewhere. Among the topics 
treated are: natural conditions and resources, icultural undertakings, mines and 
quarries, fishing, transportation, manufacturing, human geography, local geography. 


Dr. Hanson is Professor of Geography at Madison College. 75 illustrations. ¢ 
6.00 


BOOKMAN ASSOCIATES—-TWAYNE PUBLISHERS 
“The House where scholarly and specialized studies are always welcome”’ 
31 Union Squere West New York 3 
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Gconomics. Jextbooks 


ESTATES AND TRUSTS, revisep EDITION 


By GILBERT T. STEPHENSON. Just published, the revised edi- 
tion of this comprehensive text brings the book up to date with 
its presentation of the effects of the Federal Revenue Act of 
1954 on tax laws. Designed for undergraduate and graduate 
courses, the text includes estates and trusts, and estate, trust, 
guardianship, and agency services. 450 pages, $5.00. 


TRANSPORTATION AND COMMUNICATIONS 


By G. LLOYD WILSON. This text discusses the organization, 
management, rates, and regulation of each form of transpor- 
tation and communication in a concrete and simple manner. 
It is designed to demonstrate the place of public utility erter- 
prises in the economic, social, and political structure. 757 
pages, illustrated, $6.00. 


ECONOMICS AND PUBLIC UTILITIES 


By EL! WINSTON CLEMENS. Among the features of this text 
ere its balanced treatment of controversial issues; its breadth 
of view; its original treatment of the theory of utility, rate- 
making, rate of return, depreciation, public utility finance, and 
government projecis; and its abundance of illustrations and 
tables. 768 pages, illustrated, $6.00. 


LIFE INSURANCE, rourtu EDITION 


By S. S. HUEBNER. This book presents in compact and clas- 
sified form the facts, principles, and practices which the stu- 
dent, underwriter, and layman must know to have a compre- 
hensive understanding of the nature of life insurance and the 
legitimate ways in which it is employed in the interest of per- 
sonal, family, and business welfare. 599 pages, $5.00. 


Appleton-Century-Crofts 


35 West 32nd Street New York 1, N.Y. 
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INTERNATIONAL BIBLIOGRAPHY OF 
ECONOMICS 


The first two volumes of this series list books, articles, and reports distribuied in 
duplicated form during 1952 and 1953. Works from over 100 countries are in- 
cluded, grouped together under such classifications as economic history, financing 
of economic activity, production of goods, communications and transportation, 
distribution, markets and prices, income and expenditure, international relations. 
A UNESCO publication. VOLUME I, 249 pp., Paper $7.50, VOLUME II, 
388 pp., Paper $7.50. 


ECONOMIC SURVEY OF 
LATIN AMERICA, 1954 


Part I of this two-part survey briefly covers the economic activity in Latin America 
as a whole, reviewing 1954 developments in the light of recent events. Part II is 
devoted to an analysis by country, showing the forces that determine the rate of 
investment in each region. A United Nations publication. 203 pp. Paper $2.50. 


INTERNATIONAL TRADE, 1954 


GATT, one of the most vigorous and vital international communities, in 1954 com- 
pleted its most active year since its inception. The material in this volume is dis- 
cussed in three sections: “Recent Developments in the Structure and Pattern o/ 
International Trade,” “Barriers and Controls in International Trade,” and “Prin- 
cipal Activities of the Contracting Parties to the General Agreement on Tariffs 
and Trade.” A publication of GAIT. 169 pp. Paper $1.50. 


INTERNATIONAL TAX AGREEMENTS _....... 


Published simultaneously, Volume IV—devoted to texts—and Volume V—World 
Guide to International Tax Agreements—are reproduced here in their official 
versions or in translations prepared by the United Nations. Together, these volumes 
include recent information en air, maritime, rail, and motor vehicle tax agreements; 
also data on death duties, gift taxes, and agreements on reciprocal administrative 
assistance. A United Nations publication. VOLUME IV, 286 pp., Paper $2.00. 
VOLUME V, 480 pp., Paper $3.00. 


| METHODS OF COLLECTING CURRENT 
AGRICULTURAL STATISTICS 


The methods for collecting agricultural statistics employed in the countries of 
Europe, North and Central America, South America, Asia, Africa, and Oceania are 
included in this manual. Each section covers administrative division, types of 
statistics collected, sampling methods, organization for collection ard tabulation, 
and publications. A Food and Agriculture Organization publication. 294 pp. 


International Documents Service _ 
| COLUMBIA UNIVERSITY PRESS 
New York 27, New York 
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Allyn and Bacon announce— 


FUNDAMENTAL STATISTICS: 
For Business and Economics 


by JOHN NETER, University of Minnesota, 
and WILLIAM WASSERMAN, Syracuse University 


Giving your students a modern approach to statistics, this new text em- 
phasizes the application of statistical techniques (including the “‘prob- 
ability approach”) as tools for decision-making in business and eco- 
nomics. ‘ 


The text is non-mathematical and stresses the concepts underlying statis- 
tical methods and their application through the liberal use of actual 
case samples taken from industry. In addition, a wealth of realistic prob- 
lems and questions a: the end of each chapter brings out principles 
discussed and enables the student to apply statistical techniques in practi- 
cal situations. Thus, the need for an extra workbook is eliminated. 


Designed specifically for a one-semester course, this new text is reason- 
ably short. The authors concentrate upon the concepts which the be- 
ginning student should master, rather than leading into topics reserved 
for more advanced students. 


Teaching aids include: cases, problems and questions, footnotes, bibliog- 
raphies, end-of-chapter summaries, and appendices with tables and 
calculational methods. 


An INSTRUCTOR'S MANUAL will be available upon adoption. 
To be published in March 1956, approx. 576 pages, 6” x 9”, illustrated 


examination copies available, write to— 


ALLYN AND BACON COLLEGE DIVISION 


70 Fifth Avenue, New York 11, N.Y. 
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THE RE. IEW OF ECONOMIC STUDIES 


Vol. XXIII (1) No. 60 October 1955 
CONTENTS 7 
Safety First and Hedging L. G. Telser 
The Use of Index Numbers in Demand Analysis R. Bergstrom 
The Pareto Distribution and the Cobb/Douglass Production Function in Demand Analysis 
H. S. Houthakker 
A Note on Block Tariffs A. Gabor 
Block Tariffs; A Comment P. E. Watts 
Economic Planning and the Long Term Programme J. Mitchell 
A Note on Specialisation in Graham's Model L. McKenzie 
Uncertainty and the Cobweb Theorem F. H. Haha 
Components of a Change in the Balance of Trade G. D. N, Worswick 


Annual subscription 21s. per volume (3 issues), post free. Special terms for students, U.S.A. 
and Canada $4.00 per volume. Back number rates on application to Secretary. 


Editorial communications should be sent to: The Editor, Review of Economic Studies, 
Nuffield College, Oxford. Articles from the U.S.A. and Canada should be sent to P. A. Samuel- 
son, Massachusetts Institute of Technology, Cambridge, Mass. 


All other communications to the Secretary, Review of Economic Studies, 4, Trumpington St., 
Cambridge, England. 


Cheques should be made payable to the Review of Economic Studies. 


SOCIAL RESEARCH 


An international quarterly, founded in 1934, published by the 
GRADUATE FACULTY OF POLITICAL AND SOCIAL SCIENCE 
of the New School for Social Research, New York 


Contents for Autumn 1955 (Volume 22, Number 3) 
Social Welfare and Personal Liberty: The Problem of Casework Floyd W. Matson 


The Types and Uses of Politi: 1 Theory .................. William A. Glaser 
The Uses of Law in the Struggle for Equality .................. Will Maslow 
Comment on Maslow’s “Uses of Law” .................... Howard B. W bite 
On the Sources of Political Divisions in France ............... Janet S. Seigel 
Boris Mirkine-Guetzévitch, 1892-1955 (Note) ................... Erich Hula 
Book Reviews 


Published in Spring, Summer, Autumn, and Winter 
Subscription $5 a year, foreign $5.50—Sincle copies $1.50 


66 WEST 12TH STREET, NEW YORK 11, N.Y. 
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KYKLOS 


International Review for Social Sciences 
Vol. VII—1955—Fase. 3 | 
Joseph Schumpeters Umwertung der Werte ...................-.08 A 


Government Insurance and Economic Risk ..............-.+00.+eeeeeees 
Mortimer Kaplan and Samuel A. Miller 


Unternehmerforschung und Weltanschauung ................... Fritz Redlich 
Weintraub’s Dynamic Analyses T. M. Whitin 
Notes de lecture 4 propos de “L’Europe sans rivages” ............ Jean Weiller 
Discussion: 

Professor Gini’s Literary Criticism—A Rejoinder ........ Gerhard Mackenroth 


Book Reviews—Titles of New Books” 


All articles are followed by an English summary. Published quarterly. Annual sub- 
scription sFr. 26.—($6.—). 


Order from your bookstore or the publisher: Kyklos-Verlag, Postfach 610, Basel 2, 
Switzerland. 


ECONOMETRICA 
Journal of the Econometric Society 


Contents—October, 1955 
Cuar.es F. Roos: Survey of Economic Forecasting Techniques 


Ken-Icut Inapa: Note on the Non-existence of the Social Welfare Function 


Epwin Kun anp Joun R. Meyer: Correlation and Regression Estimates when 
the Data are Ratios 


Martin Suusix: A Comparison of Treatments of a Duopoly Problem (Part II) 

Amarin Putttirs: The Stability of Technical Coefficients 

C. E. V. Leser: Production Functions and British Coal Mining 

~~ Morin: Note on an Inventory Problem Discussed by Modigliani and 


On Extrema with Side Conditions 
BOOK REVIEWS 


E. Burcer: 


Published Quarterly Subscription rate available on request 


Subscriptions to EooNoMEratoa and inquiries about the work of the Society and the 
in applying for should be addressed to Richard Ruggles, Sec- 
| 


a = Econometric Society, Yale University, Box 1264, New Haven, Connecticut, 


Please mention Tue American Economic Revizw When Writing to Advertisers 


| 


RIVISTA INTERNAZIONALE DI SCIENZE 
ECONOMICHE E COMMERCIALI 


(International Review for Economics av ‘ Commerce ) 


BOARD OF EDITORS: F. Brambilla (Genova), U. Caprara (Torino), A. De 
Gregorio (Roma), G. Demaria (Milano), T. D’Ippolito (Bologna), N. Garrone 
(Roma), P. Greco (Torino), A. Mahr (Vienna), S. Sassi (Napoli), E. Schneider 
(Kiel), A. Scotto (Genova). 

MANAGING EDITOR: T. Bagiotti (Milano) . 


September-October 1955 
F. Messner, L’integrazione agricola nell’ Europa Occidentale 
A. pE Mappatena, I bilanci dal 1600 al 1647 di una azienda fondiaria lombarda. 
Testimonianza di una crisi economica 
A. Micnout, I sistemi di protezione delle categorie di azioni 
W. S. Bowman, Note al “Rapporto” sulle leggi antitrust 
C. Sanretict, Note economiche sull’autofinanziamento d’impresa 
R. Postilla 
Arpow, La congiuntura economica 


Reviews 


Publication of the Riviste Internazionale di Scienze Economiche e Commerciali began 
with the issue of Sept.-Oct. 1954 as a continuation of the Rivista Italiana di Scienze 
Commerciali. However, the emphasis has been shifted to international problems and 
contributions. Beginning with the first issue of 1956, articles will be exhaustively sum- 
marized in Finglish, French, German and Spanish. Published bimonthly. Subscription 
rate Lire 3000, Ww” countries Lire 3750 ($6), per volume of 720 pp., to the pub- 
lishing house CEDAM. Via Jappelli 5, Padova, Italy. Anyone interested may send for 
a seuple copy. 2#ditorial Office: Universita Bocconi, Via Sarfatti 25, Milano, Italy. 


Scottish Journal of Political Economy 
The Journal of the Scottish Economic Society 


Volume II October, 1955 Number 3 
On Being an Economic Adviser ..............2sceeeeeees A. K. Cairncross 
The Scottish Cases Before the Industrial Disputes Tribunal ....M. T. Rankin 
J. F. Sleeman 
Some Aspects of New Issues, 1948-1953 .............000e0e0: J. Parkinson 


Recent Economic Trends:— 
Fertility Changes in Scottish Cities and Counties ........... C. E. V. Leser 


Current Topics 


Scottish Journal of Political Economy is edited by Professor A, K. Cairncross, is 
published in February, June and October, and is free to members of the Scottish Eco- 
nomic Society. Applications for membership should be made to the Treasurer, Scottish 
Economic Society, 142 St. Vincent Street, Glasgow, C.2, enclosing the annual subscrip- 
tion of $8.50. The Journal may also be obtained without membership of the Society by 
ordering through any bookseller or direct from the Pubiisher, Oliver & Boyd, Tweed- 
dale Court, Edinburgh, price $1.50 per single cory. 
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THE JOURNAL OF 
POLITICAL ECONOMY 


Edited by ALBERT REES 
in Co-operation with the Other Members of the 
Department of Economics of the University of Chicago 


The August 1955 issue will contain: 


The Economic Gains of European Integration ......... Franz Gebrels and Bruce F. Johnston 
Labor Discipline, Trade Unions and the State in India .............+--0- Morris D. Morris 
Cardinal Welfare, Individualistic Ethics, and Interpersonal Comparisons Utility .. 

Growth Models and Underdeveloped Economics ...........2.000-seeeee: Henry J. Bruton 
Effects of Value of Service Pricing upon Motor Common Carriers ........ George W. Wilson 
External Economies, Investment, and Foresight ...........0--.0eeseee J. A. Stockfisch 


Books Reviews and Books Received 


FOUNDED IN 1892. Published bimonthly: February, April, June, August, 
October, December. Subscription rate $6.00 per volume. Single copy $1.50. 
Special rates: $5.00 per volume for faculty members teaching business or eco- 
nomics, $3.00 per volume for graduate students in business or economics. 


Canadian postage 40 cents. Foreign postage 75 cents. 


The University of Chicago Press—5750 Ellis Ave., Chicago 37, Ill. 


SOCIAL AND ECONOMIC STUDIES 


Journal devoted to research especially in the problems of economic 
development, social change, political action in underdeveloped territories 


Amongst papers published are 


The Malthusian Model as a General System .................. K. E. Boulding 
Two Studies in Jamaican Productivity .............0eeeeeeeees G. E. Cumper 
Colonial Monetary Arrangements .................0seeeees Arthur Hazlewood 
Employment, Development, Incentive Financing .............. -H, D. Huggins 
Expenditure on Internal Transport, Jamaica .................- W. F. Maunder 
The Role of Merenrndise Trade Statistics ...............++05 . Dudley Seers 


National Accounts for the Eastern Caribbean ................... Nora Siffleet 


Income and Consumption in Barbados ............-.00eeee0e008 


Subscription per volume (4 Numbers): £1.10.0; U.S, $4.25; B.W.I. $7.20 
Institute of Social and Economic Research 
University College of the West Indies 
Mona, Jamaica, B.W I. 
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THE SOUTH AFRICAN JOURNAL OF ECONOMICS 
Editors 
C. S. Ricnarps 
(Managing Editor) 
W. J. Busscnav H. M. Rosextson 
Contents of Vol. 23, No. 3 

September 1955 
Capital and Economic Policy in the Union of South Africa ..Dr. W. J. Busschau 
A Note on the Trade Agreement between the Union of South Africa aud the 


Federation of Rhodesia and Nyasaland .................. G. F. D. Paimer 
Die Verhouding van die Volksinkome tot die Geldvoorraad in Suid-Afrika, 

Some Thoughts on the Protection of South African Manufacturing Industry 

The Balanced Feed Industry ...............scceeeseceeeess Dr. L. G. Halliday 


Notes—Reviews—Notes on Branch Activities—Official Publications—Tabulated 
Official Union and Foreign Statistics—Recent Periodicala—New Books 
Orders for single copies (7/6d. each) and subscriptions £1. Se. per yearly period may be placed 
through all leading, booksellers and the Journal Office, Box 5316, Johannesburg. Overseas Agents: 


Staples Press, Limited, Mandeville Place, London, W.1. 
Enquiries regarding advertisement tariffs to the Secretary, P.O. Box 5316, Johannesburg. 


REVUE DE SCIENCE ET DE LEGISLATION 
FFNANCIERES 


The French Review of Public Finance 


Number I, January-March 1956 


Our Fiftieth Birthday H. Laufenburger and Max Cluseau 
A Sliding Scale for Taxation F. Trévous (Lyons) 
Problems of Economic Forecasting ; W. A. Joehr (Sankt Gallen) 
Thoughts on the Taxation of Firms as Individuals R. Blancher (Paris) 
Aspects of Financial Thought in Italy A. Garino Canina (Turin) 
A Revision of Corporate Income Tax in Great Britain B. Ducros (Dijon) 


Survey of Finance (France and Oversea Territories) H. Krier, Le Bourra and G. Leduc 
Books, Periodicals, Bibliography. 


Notes and Memoranda: The Congress 1955 of the International Institute of Public 
Finance. Socio-political Taxation in Time of Inflation (by G. Schmidt, New York). On the 
Eve of Tax Reform in Portugal (P. 8. Martinez, Lisbon). 


The Review is published quarterly. Yearly subscription abroad: Fr. fr. 8,500 or U.S. 
$10.80. Orders can be placed to Pichon and Durand-Auzias, 20 rue Soufflot, Paris V and 
through Stechert-Hafner, 31 East 10th Street, New York, N.Y. 
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ACCOUNTING RESEARCH 
A quarteriy journal edited by 
F. SEWELL BRAY & LEO T. LITTLE 


Contents of the July 1955 issue, Vol. 6, No. 3 


ARTICLES 

Depreciation in Published Company Reports 
By L. Goldberg 

The Measure of Income for Shareholders and for Taxation 
By S. J. Prais 

Transaction Models with an Executive Based on the British National Accounts 
By Richard Stone 

The Measurement of Profits—A Study in Methods 
By Raj K. Nigam 

Accounting Dynamics—III 
By F. Sewell Bray 

COMMUNICATION 

The English Translation of Ympyn Christoffel’s Nouvelle Instruction of 1547 
By R. R. Coomber 


BOOK REVIEWS: Notes, Books and Journals Received 
Subscription Rates $4.25 per volume 


CAMBRIDGE UNIVERSITY PRESS 
32 East 57th Street, New York 22, N.Y. 


THE SOUTHERN ECONOMIC JOURNAL 


A Joint Publication of the Southern Economic Association 
and the University of North Carolina 


Published Quarterly at Chapel Hill, N.C. 


Vol. XXII, No. 2 
ARTICLES 


October 1955 


Advocacy Versus Anaiysis in Economics ...........-..-<-se0-ceecnenecves Campbell R. McConnell 
Aluminum—A Dilemma for Antitrust Aims? ............-00cecseeececceeceeeeee John V. Krutilla 
Prolegomena to the Testing of Utility Theory ..............c0cccececeesccceeeeeees R. W. Pfouts 
Continuous and Discontinuous Factor Substitution .................0-csceeseeee Victor E. Smith 
Capital Budgeting and the Allocation of Resources ............06-+seeeeeeees Richard B. Johnson 
State Wholesale Trade Earnings, 1948 Frank A. Hanna 
Trad Unionism and Central Planning in Western Europe ..............+-.s+0+6 Frederick Sethur 
Sowe Implications of Private Pension Funds ................-00000scceceeeeeeeee James E, Walter 
COMMUNICATION 


The American Capital Position in Foreign Trade: A Comment ..................00 
Book Reviews, Notes, Books Received, 


$5.00 per year—$1.50 single copies 


Address all communications and orders to G. T. Schwenning, Manag- 
ing Editor, The Southern Economic Journal, P.O. Box 1289, Chapel 
Hill, North Carolina. 
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THE ECONOMIC JOURNAL 


The Quarterly Journal of the Royal Economic Society 
No. 259 SEPTEMBER 1955 Vol. LXV 


A Rejoinder Sir Dennis Robertson 


Convertibility and Triangular Trade as Safeguards against Ec ic Dep 


The Concept and Measurement of Foreign Exchange Reserves 

“Product Elasticities of Substitution’’ in International Trade R. J. Nicholson 
A Rejoinder Sir Donald MacDougall 

Trade Imbalance, Gains from Trade and National Income Change ......V. K. Ramaswami 

Keynes and Supply Functions Sir Dennis Robertson 

Industrial Production and Profits ia the United Kinedom end the United ie 3 


Reviews, Recent Periodicals and New Books 


MACMILLAN & CO., LTD., LONDON, W.C.2 
Application for Fellowship to 
Roya! Economic Society, 2! Bentinck Street, London, W. | 
Annual Subscription £1 [0s (or $4.50) Life Composition £22 10s 


SOCIAL SCIENCE 
BULLETIN 


published quarterly by the United Nations 
Educational, Scientific and Cultural Organization, 
19 Avenue Kléber, Paris 16e. 
Just issued: Vol. VII—No. 3 
EVALUATION TECHNIQUES 
METHODS AND RESULTS—AN INTERNATIONAL APPROACH 


Contributors to this issue: E, Barnitz, E. Beaglehole, M. Jahoda, O. Klineberg, W. Maslow, 
K. M, Miller, L. Moss, C. Selltiz, M. Brewster Smith, C. R. Wright. 


Organization in the Social Suences—Terminology—Reviews of Documents, 
Periodicals and Books—News and Announcements 


OPEN FORUM: 
The Uses of the Law in the Struggle Against aethy by Will Maslow 


Send subscri 
Annual! subscription: $3.50 UNESCO BLICATIONS SERVICE 


Per copy: $1.00 475 Fifth Avenue 
New York 17, N.Y. 
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LANB ECONOMICS 


quarterly journal 
PLANNING, HOUSING & *.°.LIC UTILITIES 


Anong Articles Appearing in Noven:ber 1955 issue: 


Innovation, Com~etition, and Locational Changes in the Pulp and Paper Industry: 
1880-1950 Helen Hunter 


Pricing of Spocial Nuclear Materials John Vernon Patrick, Jr. 
Needed Improvements in Housing Census Morton Hoffman 
Land Ownership in Minnesota Marian Deininger and Douglas Marshall 


Mechanics of the Urban Economic Base: Causes and Effects of Change in the Base 
Ratios and the Base Ratio Elements (III) Richard B. Andrews 


The Effect of Anti-Discriminatory Legisletion Upon the FHA- and VA-Ins«red 
Housing Market in New York State Robert O. Weaver 


Reflections on Rural Economic Development , Frank R. Bray 


Annual Subscription $6.00 Single Copy $2.00 


Sterling Hall, University of Wisconsin 
Madison 6, Wisconsin 


ECONOMICA 


Published Quarterly 


35th Year z New Series, Vol. XXII, No. 87 : August, 1955 


CONTENTS 

Seven Centuries of Building Wages ..E. H. Phelps Brown and Sheila V. Hopkins 
Statistical Calculations of Tax Burdens ............0eeeseeeeeres A. R. Prest 
The Delegation of Authority to Spend ...........--2eeeeeeeee Lucien Foldes 
Book Reviews 

Books Received 


MEMBERS OF THE AMERICAN ECONOMIC ASSOCIATION may sub- 
scribe at the specially reduced rate of 21s. per annum. Subscriptions should be 
sent to the Secretary and Treasurer, American Economic Association, Evanston, 
Illinois, accompanied by a cheque drawn in sterling in favour of ECONOMICA, 
London School of Economics and Political Science. 
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The Manchester School 


of Economic and Social Studies 


Vol. XXIII, No. 3 September, 1955 


CONTENTS 
Econometric Models and The Average Duration of Business Cycles 
National Insurance Contributions 1946-1955 
Owner-Farming in England and Wales, 1900 to 1950 ....... S. G. STURMEY 


Some Aspects of Urban Development by Colliery Companies, 1919-1939 


Agricultural Development in Israel .............6-...40- E. J. M. MAYER 
“THE MANCHESTER SCHOOL” is published three times a year. 


The annua! subscription is twenty shillings (transatlantic subscriptions, 3 U.. dollars), 
post free. Single copies Seven shillings and Sixpence (1 U.S. dollar) post free. 


Subscriptions should be sent to the Secretary, “THE MANCHESTER SCHOOL,"’ Eco- 
nomics Department, The University, Manchester 13, England. 


INDIAN JOURNAL OF ECONOMICS 


(Founded by the late Professor H. Stanley Jevons in 1916) 


Vol. XXXVI No. 140 July, 1955 
(40th Year of Publicatior.) 


Eprror: DR. OM PRAK/SH 
Special Number on Economic Development and the Reie of the Siate 


CONTENTS 
ARTICLES: 

Some Questions on Ecunomic Growth Maurice Doss 
Present Problems in the Nationalization of British Industries ...... P. SARGANT FLORENCE 
Industrial Growth in People’s China ..........---cccccccccsccesvescess Om PRAKASH 
Deficit Financing: Its Place in Fiscal Theory R. N. BHARGAvVA 
The Pattern of Investment Under the Five Yerr Plans ..... ...... RacHusir S. BHATIA 
Industria! Finance and State Initiative in Pakistan ............+.+-4+ MOHAM™MAD UZAIR 
The Industrial Development Corporation: A Pioneering Enterprise ...J. V. S. Rama Sastri 
Role of Fertilizer Industry in India’s Economic Development ...... SPECIALLY CONTRIBUTED 
Nationalised Road Transport Services in Hyderabad ............-.200ee00: R. V. Réo 
Schumpeter and his Ideas cn Economic Development ...........+.-..ee+0+ SaMPAT PAL 


The Indian Journal of Economics was founded by Professor H. Stanley Jevons in the 
year 1916. It is published four times in a year: July, October, January and April. The sub- 
scription per volume is Rs 15/- (By registerec post Rs 16/8 or £1-5-0 or $3.75). The cost 
of a single copy is Rs 5/- (By registered Post Rs 5/6/- or 8 Sh.4d or $1.25). Articles for 
publication, subscriptions and books for review should be addressed to the Managing Editor, 
Indian Journal of Economics, Department of Economics and Commerce, University of Alla- 
habad, Allahabad (India). 
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THE JOURNAL OF FINANCE 


Published by THE AMERICAN FINANCE ASSOCIATION 
Volume X, No. 4 (December, 1955) includes: 


Stock Price Behavior on Ex-Dividend Dates ..James A. cptRty ay and Wiliam Beranek 


The Future of Sterling ............. . Samuel I. Katz 
A Surrogative Measure of Business Confidence in Its Relation to Stock Prices 
Some Constitutional Aspects of Federal Expenditures .............. B. U. Ratchford 
Research in the Capital and Securities Marketa i 
«+++++.Financic’ Research Program, National Bureau of Economic Research, Inc. 


Membership dues, including $3.00 allocated to subscription to The Journal of Finance, 
are $5.00 annvally. Libraries may subscribe to The Journal at $4.00 annually and 
single copies may be purchased for $1.25. Ap»! .ons for membership iu Ameri- 
can Finance Association and subscriptions to The Journal of Finanes sould 
nddressed toe the Secretary-Treasurer, Goorge E. Hassett, Graduate School of Business 
Administration, New York University, 90 Trinity Place, New York C‘iy. 


Communications relating to the contents of The Journal of Finance should be addressed 
to the Editor, Marshall D. Ketchum, ®:Lool of Business, University of Chicago, 
Chicago 87, Illinois, or .« the Associate Editor, J. Fred Weston, School of Business 
Adminjstration, Oniversity of California, Los Angeles 24, Calif. 


THE JOURNAL OF INDUSTRIAL ECONOMICS 


a Editors: P. W. S$. Andrews (General Editor), Nuffield College, Oxford; Professor 
Cc F University of Belfast ; os Joel. Dean Columbia University ; Professor P. 
Sargant Florence, Unie ; Professor R B. Heflebower, Northwestern University ; 
Professor E. d University. 


Volume [V, No. 1, Geiober 1955 


1. P. Andren Monopoly Investigation and methods of calculating the rate o1 return on 
Capital Employed 

J. L. Mey Some Fundamental Principles of a General Theory of Management 

Clarence Jung Investment Decisions and the Non-Linear Cycle 

Michael Beesley The Birth and Death of Industrial Establishments: Experience in the 
West Midlands Conurbation 

D. G. Tyndall Price Policy in a National'y Administered Industry—an Alternative View 

J. A. P. Treasure Direct and Indirect Exports 

C. Roberts Labour Productivity and Utilizatio:: in Capitalist and Co-operative Shop 
Trading 

This o/American journal is Lacuaiety devoted to the ecppamic roblems of industry and 
commerce. Its contributors are economists engaged in and specialist aca- 
demic industrial economists. The Journal is published three times a year. from the United 


care lisher. ubscriptic:: 3.00 (21 t free ies $1 
(10/-), post free. Remittances should be to the publisher by chek. 
Published by 
BASIL BLACKWELL e OXFORD, ENGLAND 
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THE JOURNAL OF MARKETING 
PUBLISHED QUARTERLY BY THE AMERICAN 


MARKETING ASSOCIATION 

Volume XX OCTOBER, 1955 Number 2 

sponding to Objections inst se 0} inion Surv in in t urts 
rations Research and Market Research .........02.0000eecceeceeeeecs John A. Howard 
The Audited Self-Administered Questionnaire Arthur Highman 
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